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Preface 

The Isenaral seotioag of the Indian Cktmpnniei Aok 7 of 1918 hoTo not 
been fbimd niffioient to cater to the neede of special classes of compa* 
nies like banking companies, insurance oompinies, ete and legislalion 
in lespeet of the« olas*es of oompaoies has become ineritable. The 
ball iraa set rolling in 1988 bf the Indian Legidatore by enaotiDg the 
lasoranoe Act of 1988. The tnm of banking companies has oome next 
irith the enactment of the Banking Companies Act 10 of 1949 which 
came into force on 16th March 1949. It certainly cannot be said that 
the Indian Legislature was in a hurry in placing this law on the statute 
book. Its genesis can be traced to the Banking Bill of 1944 which after 
paming through Tariona rioissitudes became law in 1949. It ia a deli* 
berate piece of legislation by the Dominion Parliament. 

The keynote of any sound banking legislation ghonbl be the pro* 
teotion of the depositor from the oppressive tactics which his bankers 
might be temphd to employ against him. The paramount duty of the 
State is to step in lietween the depositor and the bank, reconcile their 
conflicting interests end hold the scales even between them. While the 
bank is permitted to put to all tegitimato uses the money placed in 
its cbarge by the depositor, it is not allowed to play ducks and drakes 
with it. Sound business is permisdbie but not speculation. This object 
baa been achieved in various countries like the United States, Unite! 
Kingdom, Canada, etc by the device of having a Central Banking 
Organisaiion charged with the duty of seeing that the banks in the 
country conduct their bnainess along sound ftnandal lines. The problem 
na to the exact amount of power which should be vested in the Central 
Bank in order that it may function effootively and effieiently is a Very 
delicate one. Countries like the United States have adopted the method 
of moral peranoaion as opposed to legal coermon to achieve this end. 
The United Kingdom on the other band dees not aeem to have much 
lal^ in this oMisaeotioiis approach to tide paoUem and has plaood all 
bchka under the tutelage of the Bank of England. Our Act of 1949 has 
pm lariher than the Bank of England Act of 1948 Uiis raspeol and 
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placed Iiidiao beaks aader a greator degree oE seberdinsiHoa to and 
d^ndence on tke Beseree Bank of Indie, omeroni baidea Aas 
placed on the Besem Beak bj tbe Legishtare testtfies to the eaontoiit 
ooafideaoe which the latter has appereatlj in the former. 

The Object of this work is to present en eneljtical, compaiatire 
end critical study of the prorisioDs of the Act. All the lelerani does* 
meats and Bteratare ate to be fonnd in the appendices. Since the 
ptorinons of the Indian Companies Act 1018 ako apply to banking 
companies in so far as they are not inconsistent with the Banking 
Companies Act 1049, ronie reference to the oasetaw decided under the 
fonner enactment has also become inevitable. The oaselaw has been 
bronghi down to 1st Jnne 1940, 

Tbe anthor will OMisider hw laboors snffioiently leeom paas e d if 
banking companies, lawyers and others Had a solntion tar their problems 
within the pages of this woric. 

Ahagmm Btntt 
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Errata 

P. S line 9 from bottom but word road 'legulation* 

P. 2 line 7 from bottom after ‘making* add 'banking* 

P. 3 line 6 for 'dmdens* read 'dixidendB* 

P. 8 line 13 after 'Seleol* add 'Committee*. Add alio see Appendix I 
P. 3. line 80 for 'alteaion* read 'alteration* 

P. 8 line 5 from bottom for 'of read 'or* 

P, 7 line 7 from bottom for 'thogt* read ‘tbongh* 

P. 8 line 21 after 'Cunliffe J* add Hn* 

P. 6 line 84 after 'page 9* add fullatop 
P. 9 line 14 from bottom after 'only* add 'be* 

P. 11 line 10 for Co' read ‘Qo* 

P. 11 line 6 from bottom read *in ban. It inclndea* 

P, IS line 8 for 'on* read 'no* 

P. 12 line 10 for 'Oibion* read 'Cibson* 

P. 18 line 16 from bottom last word read 'benefit* 

P, 19 end of second para add 'See Appendix (ii, p. 196 post* 

P. 81 line 6 from bottom read 'fidnoianea* 

P. 21 line 3 from bottom read 'required' 

F. 26 line 6 for 'forty* read 'thirty* 

P. 30 line I.*) from bottom after 'befall* arid 'See Eastern Eooncnnlst 
dated 18th Febmaiy 1949 pp. 268 & 264 
P. 80 line 12 from bottom read 'detrimental' 

P. 31 line 11 for 'of Aot' read 'Act of' 

P. 88 end of first {lara add ‘See Eastern Economist 24tli Septem¬ 
ber 1948 p. 688 

P. 36 line 8 from bottom read 'giltedgeds* 

P. 87 lina 8 read 'giltedged* 

P. 87 line 18 after 'eto* add 'and’ 

F. 87 line 19 dalete W* 

P. 88 line 17 for 'pxaotieeB* read 'praetice* 

P. 80 line 4 from bottom after 'of* add 'the* 

P. 89 last line read 'oomplyiog* 

P. 40 line 0 after 'made* and 'of 
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K 4fl line 4 before *High* add 'Bombay' 

P. 48 line 17 after 'of* add *lbe* 

P. 43 liae S3 read 'aktaohad' 

P. 48 line 4 from boktom tor *Golami»’ read 'Oolvna* 

P* 44 line 6 after 'oP add 'pajmenk of* 

P. 44 line 18 last word read 'dlstingniahing' 

P. 46 line 14 for 'dUeolor* read 4iMofcora* 

P. 46 line 80 for (it) read (ii) 

P. 46 line 10 frem botkom for *0* read 'am* 

P. 46 line 8 from boktom deloto *a* 

P. 47 line 6 from bottom for '111' read *181* 

P. 47 line 8 from bottom after 'meeting* add 'a' 

P. 61 line 18 read 'inohdee* 

P. 51 line 8 ftom boktom afker *ae* add 'are’ 

P. 57 line 17 for tar’ read 'ae' 

P. 58 line 1 for 'judges’ read 'jndge* 

P. 68 line 5 from bottom aftar 'tbai' add 'it* 

P. 69 line 10 for 'HR' read 'Hr' 

P. 59 line 8 from bottom after 'tlat* edd 'the' 

F. 69 line 3 from bottom tor ‘was* read 'ie* and for 'had* 'baB* 

P. 60 lino 8 for 'of rend 'on* 

P. 60 line 16 last word road 'ground* 

F. 60 line 11 from bottom read «FbarehoMar«’ 

P. 64 lino 8 from bottom read 'statesBant' 

F. 64 Ima 8 from bottom for 'Lord' road 'Lort' 

P. 66 line 14 transpose '67* to word 'Emperor* 

P. 66 lino 6 omit 'the' 

F. 66 bne 17 from bottom read fntfilmaet’ 

P. 66 lino 18 from bottom road 'straij^htforwasd* 

P. 66 line 7 from bottom read foUewuq;' 

P. 66 line 6 from bottom befbro 'PriTy* add 'jadgmoat of the’ 

P. 67 line 8 read 'balaneoebeet* 

F. 67 line 5 read 'detoctioa’ 

P. 67 line 16 after 'Menoa' edd 'J* 

P. 67 line 16 after '176' add '-’ 

P. 68 line 1 read 'modiftoationo* 

P. 68 line 14 after last word add 'ia' 

F. 71 at the end of notoe to S. 58 add 'Em Appendix 43, p. 186 post’ 
P. 71 line 9 from bottom, aid msrgiiMri «oto to 8 . 64 as foBowsi 
' Pr oto e tion of Action taken nnder Aot* 

P. 71 liaa 1 read 'oheoks* 
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P. Tf IhI Um iwd *pm|NHn4' 

P. 81 line 6 for Madia’ read Ae ’Ctalial* 

P. 9Y oMit Uiiea 19 to 82 
P. 98 liae 9 after *m’ add MheT 

P. 98 Uae 91 after *bj’ add ’amending a 81 anitaiUf and* 

P. 16T Kao 6 after ’De Sonaa’ add ’▼* 

P. 157 JiM 11 read ’ordinaaoe* 

F. 167 line 17 from bottom omit ’a* 

P. 157 lino 7 from bottom road ’direbarge* 

P. 159 line 14 read ’ezohangod* 

P« 169 line 82 read ’Ordiaanoe* 

F. 168 line 7 read *7eiy’ 

P. 166 line 6 fram bottom after ’of* add ’the' 

P. 188 ior 'Tranefer of read ‘Transfer to* in heading 

Pagre 869 to 878 for pige heading enbstitnto ’llepealed Sections 

S77-F to 377-N of Indian Companiee Act. 

P. 377 for page heading eubetitnte ’Appendix NN-Comparatifo 
Table' and add heading 'Appendix NN-before ’ComparaliTe 
Table of Oorrosponding Sections etc*. 

P. 881 Ist oolamn for ’filled’ read 'filed* 
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The Batdciiii'Cranpanles Asf, IS>^. 

iipt h etmso^daU and amend the taw fdoHn^ ta 
banking companies^ 

Whorcas it is expedient to consolldtte end emend ttie Urar 
itletingr to banking eompenies; It is hereby enacted esfc^wt-^ 

PART I. 

PRELIMINARY. 


1. Short tWot extent and commencemnh^X) This Act 
may be called the Banking Companies Act, 1949. 

(2) It extends to all the Provinces of Imfiat end also to 
every Acceding State to the extent to which the Odsainion 
Legisleture has power to make laws for that State as lespeets 
banking. 

(3) It ^11 come into force (» such date as the Centrist 
Qovemment may, by notification in the official Gazette, a^miot 
in this behalf. 

Noiee:-^ 


theaniiite t 

frot, K. T. EHialis member of the Select Ooamittee whteh doaudered 
ilH) Bsahfng Compmuee Bill (text of the Beport of iho Seleei Oommittse 
hi (divea hi the App^dit) io his diisaotiag mittute xrlioh ho’appeadsd 
he the Beport ^aestibas the oUim mede ia the preemblete the Aet diet 
B is a adaxottiiatlag Aet, beoeaes a aaiaber of tmakiag eigaaUstfaes IRhe 
udvilte laohe, exditage banke oe-operstive hadH the BeeWha 
SMilc (rta. Sre aatiide the aoppe'ot iheAe^' Fml, St. % Bhah hlsoopiaes 
tludf tha|Ns is BO aawAilatieaal abjeetiea bo laeteBag pdeeiis haidm 
^pHteia'ilmaeepe of tea Aat. B i^tteif‘1^ Shah oaate, tee 
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oompetent for the Dominion Lcgieltture to inulndo private banka vrithia 
the pnrview of the present Act after the Privy Oonneil decision of 
FtafuUa Kvmar Mukherjea V. Bank of (kmmtree Ltd. Ekvina^ hoMiog 
that provided the pith and substance of tie legislation is with xespeot 
to matters in tie Dominion list it is not vJUra virss merely beonse it 
enoroaehea whether substantially or incidentally upon items in the pro* 
vinoial list. No question of tepngnanoy can arise baoause in cases covered 
by s. 107 of the Qovernment of India Act 1935. The Dominion law always 
prevails over a provincial law when the former conflicts with the latter. 
It is interesting to compare oui preamble with the preamble to the 
Canadian Banking Act, 1931, which inns as follows: ‘'Whereas it is 
desirable to establish a Central Bank in Canada to regulate credit and 
currency in the best interests of the economic life of the nation to 
control and protect the external valne of the national monetary unit 
and to mitigate by its influence fluctuations in the general level of 
prodnctioo, trade, prices, and employment So far as msy be possible 
within the scope of monotaiy action, and genorally to promote the eco* 
nomio and financial welfare of the Dominion—*’' 

History of the Aot: 

The law applicable to banking companies has its origin in the Indian 
Companies Amendment Act of 1936 which introduced a new part X**A 
(seotioDS 277-F to 277-N.). This new Part X~A was introdneed 
to give effect to the recommendations of the Central Banking Enquiry 
Committee This law was found to be iuadeqaate especially having regard to 
the considerable developmont that has taken place in recent years in 
banking especially the rapid growth of bsuking resources and of the number 
of banks and branches. Regsi-rl must also be had to the fact that in the 
post-war period tlie banking system is likely to be more vulnerable by 
reason of the great expinsion both quamitalively and relatively that has 
taken place in demand deposits as compared with lime deposits during 
the war years. The enaolment of separate comprehensive banking legilsa* 
tion became therefore iiupitrative. Tlio priiuaiy object of safeguarding 
the interests of depo iturs cannot be achieved by making law a more 
appendage of company law whieh is more oourernel with protecting the 
interests of the stookholder. It was ageiosl this background tiiat tbt 
Banking Oompanfes Bill No 26 of 1944 was introduced into the Central 
twgislatlve Assembly in NovumW 1944. The Bill was oiroolated for 
eliritiBg pnblio opinion and then referred to a Sslect Committee bal 
bofbre il eontd be considered ly it it lapsed. A fresh bill wasintrodnoed 

(1), Alu (1947) rcr(5or~ ■ 
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in Ifardi 1946, and roferrt.d to a Select CoraaiUee in April 1946, whose 
Report WM presented on 17-2-.47. Beeaase of the large nmnher of 
emendmente that had been received tie Bill was withdrawn and a fresh 
JMll No. S7 of 1948 was introduced on 30-1-48 which has beooiae law. 

Select Oomxolttee OliangeB: 

The original clause prohibited payment of Jivideos in ezceis of nine 
percent of the paid up capital by backs t-barted after 1-1-48. This was 
deleted by the Committee. Another impirtantoliangeeffeoted by the oomm* 
ilboe reUtes to the iuTestnients which a banking compiny can make 
against the shares of other hasineuS oonoerna. The oominittee has reatrioted 
such investments in re'^peot of the aharoi of any one company to forty 
Iiercent of its istiiid sharu capital as against twenty percent proposed In 
the original bill. The text of the llcporL of the Select is given in the 
the Appendix. 

Interpretation: 

It is hazardous to rofor to Ss. 277-F to 277-S of the Twitian Cob- 
panics Act to ascoriain wl at the Legislature meant to enaot in tlieir room 
and stead if the woidt of the Banking Companies Act 1949 are oapahla of 
being interpreted without such foreign aid.^ If words have received autho¬ 
ritative in'erpretation and are repeated without aIt"raion it may bo 
presumed the legidaturc haa adopted that inteipreta ion.** Where a 
limited interpretation has been put upon repealed provisions and words 
have been enlarged it is a legnimaie iuforcaoe that the enlargement was 
intended by the Icgislaluro.* 

8vb-ISI (S): Since the idea is that thu Dominion Legislature sliould 
have power to legisUte as regards acceding states in respect of all matters 
covered by lists land 8 of the Govirnment of India Act 1986,the 7ih 
Sobednle. The Banking Companies Aet 1949 will apply in toto to all these 
states. As regards states which have become centrally administered area# 
like Kutob states of Himachalapradesh, the Dominion Logialature will 
have to extend the application of the Act to these areas. The Act will 
also have to be applied to states which have merged in adjoining provi¬ 
nces like Kolhapur and Baroda to give two examples. 

Aih-S (S) : The act has come into force from 16th March 1949. 

(8). Bradlaugh V. Clarke (1888) 8 App. Oas. 86A 

(3). Mansell V. Qneen (1867 ; 8 E & E. 64, 7d. 

<4). Hnrlbatt Y. Barnett & Co. (1893) 1 QB 77, 78, 79, (CA) (Per 
Lord Esher MB). 
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2. Application of other laws not barred.—The provi^ons 
of this Act shall be in addition to, and not, save as hereinafter 
expressly provided, in derogation of the Indian Companfes Act, 
1913 (VII of 1913), and any other law for the time being 
in force. 

‘Save a$ heremafter expreatl/y provided’ ; See eH. 11, 13, 30, 3SI (3), 
82 , 35, 80 , 40, 41 , 42 , 43, 44, 45, 49 . 

3. Act not to apply to co-operative Nothing in this 

Act shall apply to a co-operative bank registered under the 
Co-operative Societies Act, 1912 (II of 1912), or any other law 
for the time being in force in any Province of India, relating 
to co-operative sodeties. 

4. Power to suspend operation of Act.—{\) The Central 
Government, if on a representation made by the Reserve 
Bank in this behalf it is satisfied that it is expedient so to do, 
may by notification in the official Gazette suspend for such 
period, not exceeding sixty days, as may be specified in the 
notification, the operation of all or any of the provisions of this 
Act, either generally or in relation to any specified banking 
company. 

(2) In a case of special emergency, the Governor of the 
Reserve Bank, or in his absence a Deputy Governor of the 
Reserve Bank or in his absence a Deputy Governor of the 
Reserve Bank nominated by him in this behalf may, by order 
in writing, exercise the powers of the Central Government 
under sub-section (i) so however that the period of suspension 
shall not exceed thirty days, and where he does so, he shall 
report the matter to the Central Government forthwilh, and 
the order shall, as soon as may be, be published in the Gazette 
of India. 

(3) The Central Government may, by notification in the 
official Gazette, extend from time to time the period of any 
suspension ordered under sub-section (1) or sub-section (2) for 
such period, not e.xcceding sixty days at any one time, as it 
thinks fit so however that the total period does not exceed 
oitO year. 



6 


ded. 5] 1^6 Saniiliif; Oompanlea Aot, IMd. 

(4) A copy of any notification issued under sub-section 
(3) Shall be laid on the table of the Dominion Legislature as 
soon as may be after it is issued. 

Notes: 

This ceolioii deals with the Bospension of the operation of the Act 
while S. S8 d«alB with exemption from the prorisionB of the Act. Id the 
ooBe of the former the Act does not at all apply for the time during 
which it is eu^pendod while in the case of the latter only the oompanj 
or oompanioa (ae the ca:<o may be) are telieved of the consequences of 
the ooniraTention of the relevant proviBions of the Act in respect of which 
exemption is granted (whirh tht-refore remain in foil force). Snspenaion 
can be done for perio’is of S months at a time up to a maximum of lyear. 
For exemption there ik no maximum period. The Qovernor and the Deputy 
Governor of the ReBerve Bank can i-nsiiend the operation of the Act for 
30 days. Tlicy aio not given power to i^rant exemptions under B. 53. The 
period of suBpeU'ion can be extended under S. 4. But under 8. 63 the 
period for which exemption is giunted cannot be extended. A notification 
oxtendiiig the period of suspension has to be laid on the table of the 
Dominion LegiHlsture. There is no ncoesBityfor laying notifications under 
S. 53 on the table of the Dominion Legislature. 

5. Interpretation.—(\) In this Act, unless there is anything 
repugnant in the subject or context,— 

(a) * approved securities' means securities in which a 
trustee may invest money under clause (a), clause (6), clause 
{bb), clause (c) or clause (d) of section 20 of the Indian Trusts 
Act 1882 (II of 1882), and such securities of, or fully guaran¬ 
teed by, Acceding States as the Reserve Bank may be autho¬ 
rised to purchase under clause (8) of section 17 of the Reserve 
Bank of India Act 1934 (II of 1934); 

(b) *' banking '* means the accepting, for the purpose of 
lending or investment, of deposits of money from the public, 
repayable on demand or otherwise, and withdrawable by cheque, 
draft, order or otherwise; 

(c) “banking company” means any company which 
transacts the business of banking in any Province of India; 

Explanation .—Any company which is engaged in the 
manufacture of goods or carries on any trade and which accepts 
deposits of money from the public merely for the purpose of 
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financing its business as such manufacturer or trader shall 
not be deemed to transact the business of banking wifhin the 
meaning of this clause; 

(d) ‘ company” means any company which may be wound 
up under the Indian Companies Act. 1913 (VII of 1913); 

(e) ” Court ” means the Court having jurisdiction under the 
Indian Companies Act; 1913; 

(/)”demand liabilities’’ means liabilities which must be 
met on demand, and “time liabilities” means liabilities which 
are not demand liabilities: 

(g) ” gold ” includes gold in the form of coin, whether 
legal tender or not, or in the form of bullion or ingot, whether 
refined or not; 

(A) “ managing agent ” means a person, firm or company 
entitled to the management of the whole affairs of a banking 
company by virtue of an agreement with company or by virtue 
of the memorandum or articles of association relating thereto, 
and under the control and direction of the directors except to 
the extent, if any, otherwise provided for in the agreement, 
memorandum or articles of association, and includes any person 
firm or company occupying such position by whatever name called; 

Explanatioiv.—W a person occupying the position of mana¬ 
ging agent calls himself manager or managing director, he shall 
nevertheless be deemed to be a managing agent for the purp* 
oses of this Act; 

{i} “ private company" has the same meaning as in the 
Indian Gimpanies Act, 19i3; 

{j ) “ prescribed ’’ m^ns prescribed by rules made ui^er 
this Act; 

(A) “ registrar ” has the same meaning as in . . .the 
Indian Companies Act, 1913; 

{1} " Reserve Bank ’’ means the Reserve Bank of India; 

(/») “ scheduled bank ” means a bank for the time being 
included in the Second Schedule to the Reserve Baal;; of India 
Act, 1934; and 
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in) **secured loan or advance” means a loan or advance 
made on the security of assets the market value of which is 
not at any time less than the amount of such loan or advance; 
and “unsecured loan or advance'* means a loan or advance 
not so secured. * • • 

(2) In the application of this Act to Acceding States aii 
references to the Provinces of India shall be construed as incl¬ 
uding references to the Acceding States to which this Act 
extends. 

Notes: 

Sub-H (1) damm (6) : The word * bank * is derived from the Qerman 
' bank' via Kalian ' howea * and French * bangue *. The original meaning 
of the word sfaolf or lienoh wai extended in Italian to that of tho bench 
or table of a moneychanger, whence the meaning ‘ moneychanger *b place 
of bnrioeaa 'whence tho ntimmon pretenlday meaning f of the word. Hart 
dofinea a bank thns: 

' A banker «pDank is a per eon carrying on the business of roce- 
iving monies and collecting drafts for customers snbjeel to the obligation 
of honouring cheques drawn on him by the onstomers to the extent of 
the amounts available in their current aoconnts.* 

A hanker if he acisas such need not keep open shop, t A stockbroker 
and notary public who receives money from some of his cnstomeis and 
pays it out again and occasionally discounts dmCts and who dues not 
hold himself out as a banker nor is considered as ench is not a banker, e 
A large mercantile house trading in ootUm and opium which does not 
receive money on deposit to any great extent and does not advance money 
on seenritj is not a bank tbougt it might have done a small amonnt of 
banking business.« A Government treasury is not a bank though tooal 
hoards deposit money in it and issue orders for payment ont which are 
respected by the treasury tho element of making profit out of the business 
being absent, s A Nattnkottai Chetti tbongh primaiily a money lender 
is also a banker.a Transactions with a Nattnkottai Chetti, if evidence 
of the terms are not available will bo presumed to be on tho basis of 

(6). Ezparto Wilson 1 Atk 218. 

(6) . Stafford v Henry 12 Ir Eq 11 400. 

(7) . New Fleming Spinning & Weaving Co v Kcsiowji, 9 Bom. 378, 
411; Batanlal v Vrijbhnkhan, 17 Bom 684. 

(8) . BangaStratni v Bankaralingam 48 kod 816. 

(9) . Kodiresan ▼ Bamanatlan (1927) MWN 118, 120.: Annamalal v 
Annamalai 10 LW 67. 
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reUUoiisLip of bank«r and oaitmnor.^o WLen » percoa gives mon*j io 
a banker it is aUsys a question of fact whether snoh giving of money 
amounts to merely a loan or a deposit ^ t ^ ig iuteiesfcing to compare the 
deRnition of banking contained in the present Act with that contained 
in the original bill of No. 26 of 1944. From the definition in that bill 
8 clauses have been omitted in the present definition, namely clause (0 
dealing with the promotion or financing of any business undertaking 
or indnsiry, clause (g) dealing with the acquisition of any property imm* 
oveable or moveable and olanso (1) dcaluig with acquisition of shares 
in any other company having obicets similir to those of the oompany. 

iSuh-S (1) OhnuB (d) : This olsnse has not boon well drafted and gives 
a wrong impression about the intention of the Legislature. During 
the debates on the Bill iu the Legislature, Prof. K. T. Shah and others 
have naturally and pardonably assnmid that the Act does not apply to 
exchange banks which are incorporated outside India but which carry 
on business iu India. They have overlooked the ambiguous definition 
contained in clause (d) which leads us nowhere and leaves 
ns guessing as to what the Legislature meant by ololhiug this clause 
in snoh language. Fart 9 of the Indian Companies Act deals with oompanies 
whidh can be wound op as unregistered companies and S 270 gives a list of 
snoh companies. Cnnliffe J In the natter of tile Indian Conpmim 
and Ragnekar J in /nrs Stnmaa laicen the view that 

even foreign companies consisting of less than seven members oan be 
wound np as unregistered assooiaiions under part 9 Page CJ in WERM 
Ohettyar Fim V has taken the opposite view, that a foreign 

company can he wound up nudvrpart 9 only if it consists of more than 
Mven nemhers. Having regard to the above decisions one oan only opine 
that Prof. Shah is ( see Report of Select Committee, dissenting 
para 19) labouring under a misapprehension when he thinks that the Act 
is not applioable to foreign hanking oompanies like es change hanks. 
That it was tho intention of tho L«giBlalnre to cvolnde snoh banks from 
the operation of the Act is irrelevant because the language employed in 
clause (d) is not oonsiflent with such an intention. The matter is further 

(10) . Mnrngappa v Bamonathau AIR <193'>) Mad 734: Gnlab Bai v 
Sandhi 15 lith 242. 

(11) . Advocate Qeuerat of Bengal v Kristo Kamini, .'ll Cal 519; 
Bala^x V Inder, 16 Pot. 709. 

(12) . AIR (1980) Rang 837>8 Rang d09a>127 IC 780. 

(13) AIR (1987) Bom. 15e88 Bom LB 1080 

(14) . AIR (1981) Rang 77a8 Rang 6.^8>1S1 10 497. 
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oomplioated by the Eaot that while some i>eotioas like Ss 8^10,12,20, 23, 
89 (to mention only a few examples) are general, other section? like 11, 
16 and 17, specially make a distinetlon between Indian and foreign 
oompanies and enact different sets of provisions for each of them. Two 
interpretations are possible (1) The Act is inapplicable to foreign comp¬ 
anies except in the spocial oases of s. 11 (2) and s. 22 (8) (c) which 
sections only apply to them. Other sections like 8, 10, 12, 28, 89 do not 
apply to them fS) The Act applies also to foreign companies and Ss. 11 
and 22 oonfcaiu some additional provisions which are applicable only to 
foreign oompanies. When next the amendment of the Act is taken up 
this ambiguity should be resolved one way or the other, either by defi¬ 
ning a company a? one legistered under the Indian Companies Act or 
an existing company, or alternatively ss inclading a company incorporated 
by the law of a foreign country. The Lahoie High Court in the recent 
case of In re Indian CompaniM has constroed the analogous ph- 

rase'oompany liable to be wound up* occuriing in s. 153 (6) of the Indian 
Companies Act. Ournelius J in Iho above case took the view that the 
meaning of the evpresdon'liable t^ be woundup’ could not be widened so 
as to embrace every company whatever its nature for the 
windingup of which provision is contained in tlie Companies Act. 
The learned judge dissented from the view iakeu by Venkalara- 
inona Bao J in In tv Travsnoore National A QiiUan Bank I4d^^ 
that an unregistered company is iniluded within the meaning of the 
expression ' company ' as used in s. 168. To quote Cornelius J: * The 
expression ^ liable * in a legal context importing sanctions can only un¬ 
derstood to mean a state of being exposed or contingently subject te 
such sanctions. To take a simple example from criminal law, the mere 
fact that a punishment is prescribefl for a particulur offence does not 
render every person subject to the jnrisdiclion of the criminal court 
liable to such punishment; it is also necessary that in relation to such 
person the elements of the offence for which such punishment has been 
prescribed sbouM be duly satisfied. * Cornelius 3 lays emphasis on s. 276 
whioh lays down that an unregistered company shall not except in the 
event of its being wound up be deemed to be a company under this Act 
and then only to the extent provided by this part' and is inclined to 
take the view that s 158 applies only to such companies as satisfy the 
condition of being wound up. But having regard to the decision of Budow 
V Great Brititih MvJLwil Life Auwrwnee SoeUiy^^^ Cornelius J was inoli- 

(16). AIR (1049) Lah. 48. 

(16) AIR (1939) Mad 819. 

(17) . (1881) 44 LT 6s»17 OhD 600, 612 (OA), 

2 
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ned to apply b. 153 to ann^gistoieJ oaDipaiiio'4 oven ut a Btago prior to 

tho actual making of a winding up oider, provi(l(>>d an order for such 
winding up ig in the pioo'*BB of being made With groat respect it is 

subinitted that the reasoning behind tbe above dooiMion is quite open to 
critioism. It lays too maoh stress on s. 976 which comes at the tarlead 
of part 9 at the expense of the opening section of the parls. b« 970. S. 970 is 
very wide in its terms and includes all unregistered compinies witbin tho 
term * compiny * for the purposes of that pirt. Hence all theKe compa¬ 
nies aubomatically come under s. 158 as companies liable to be woundup. 
To paraphrAse ^ liable to be wound up ’ as ‘ actually woundup' is not 
to give effect to the intention of the legisbturc. If the phrase ^company 
liable to lie wound up’ in a 163(6) mo.in6 only oompmiog in the pro* 
oeSB of being wound up it would leid to thi« anomaly that oven in the 
case of companies registered in Iiidii th**ve cm hem scheme or arrange¬ 
ment between the company and its creditors except when the company 
is in the procrB<« of being wound up, wiii«‘h iulf^rprctatiou luns contrary 

to the intention of the legislature which is to atford the facility ol the 
machinery of that seotiun as an alternative to wiiidingup. S. 276 affords 
no help at all as regards this pi’ohloni font p^i^tulatcB a truism, namely 
that an unregistered comp my is not a company under the Companies 
Aot uolens it is in tbs pf^ocf^ss of be/fig wouwl np, « propo^^ibion with 
which no body can quarrel andiwbicb does not oonflicf^ with s, 270 which 
avowedly purports to deal only w-fch oornpinies whuh arc u>t companies 
under the Compiniei A(»t. The L'lhore doci«*ion is directly aitiibuiable 

ti the awkward draitbminsbip hebiud the lodixn Compani»^R Act which 
should be remedied when next tb^ levi^ion of tbo Aot iw t*ikcn on hand. 
Tho dircei effect oflhoubove fjahoie decision w > ild be to luak^ tho Bank¬ 
ing Companies Act app’ioablo also io foreign ompanics in the prooeBB 
of being woundup. ( This is on the assumption that Viow 2 above is 
correct. If View 1 is c'>rrect then subw^ia'iRo (d) itsdf iR a Blip). Compare 
with B. 6 (a) of the Banking Oompani(S (’outrol Act 22 of 1948 (Paki¬ 
stan) which specifically makes that Act applicable to any bo ly of pers¬ 
ons incorporated by or under any law in fore* in any pla'*o outside the 
provinces of Pakistan and oarrying on tho busiuoi's of a banking company 
in any province of Pakistan or in any ncc'ding 8fal,e S. 6 (d) includes 
the capital of the federation in tho term ^nrjvmoes* except for the 
purposes of 9 1 (2). Supposing a banking conpaoy consisting of more 
than 10 persons is not regiBiiued under tbo Companies Act ani violates 

A. 22 of the Banking Coinpani»g Act. If it is charged for the same oan 
it set up the defence that it is not a company ? The lAhore High Court 
in Sri Oopa^i v Ommisaioner of Tnaomstaxi s Aoa held that it cannot 

(18), AIR (1981).Lah 376. 
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sineo it ^ouM be unjust to aU)w the company to take arlvaatage of its 
own wrong. In that case JsiUl J held that oren nn naregistered oompaay 
ooBsistiog of rooTo than 20 persons is liable to ho laced onder s, 3 of 
tho IndifUi Tneomelax Act 1922. 

{t) CloMM (ay ^Courfe’ meaus (he High Gotirt haTing jarwlio- 
tioQ ia the {ilano at which the regUterad affioe of the oompanj is BilwtOe 
But (ha Central QoYornmciit may hj nobification iu the official Qaawtte 
and Bubjoot to suoh refttrictions and oonditiens aa it thinks fib, empower 
any District Court to exercise all or any of the powers oooferred upon 
the High Court. By Oo No. €54 (DcTelopinenh) dated 20*-'S-47 (he CoYer- 
nor of Madras ha^ empowered all distih^t courts within the province oE 
Madras t(» exercise the jurisdlotion eonferred on the H;onrt’ by S^. 76^ 
120, 124, 125, lh7, 164, 24^1-11, and 21il-A oE the Indian Gompanios Act. 
See also Qo\ernm(Uit of India (Do} arbmont of Commerei.) Nobification dated 
26-S-3b. 'High Court* has been d« fined by the General Clauses Act as 
theh^(;h(St court of npitoal. In the case of a company whose reglsb^red 
office is at Bjawar in Ajm^r-Merwara the Court having jurisdiction un¬ 
der the Omuiianic.^ Aet tho Commissioner because he is the 

highest court oE uppnal.^^ Both the original and appellate sides of the High 
Court hnye jurhfiictioD to deal with company mat'ars.**^ 

SubS (I) (g): ' Cold ' (loe'4 not always moan pare gold but merely what 
in common parlance is called gold. 

* Coin' U Tii^'tallic money autloii'^cd to he i^sut*d from the mints of 

tho State and those of tic foreign count* ie» current in the country.'Coin* 

U metal f<ir tho time Ixdng uRed as money and 8tam})ed and issued by 

the authority of some State or Soveroiga Power in order to be so used. 

* Money ’ is the genus and * i.oin ’ i*i the specie. The former may he made 
oE metal or paper tho latter 14 always iiiudo ol motal and struck accord¬ 
ing to a process called coining. 

'Bollioii' is uncoined gold or silver in the mass which is smelted 
and not perfe tly refined or refined but in haist includes gold and silver 
both coined and uncoined, reckoned by the weight and aDo foreign un- 
eurrent coin ' Our coin is bnllion in foreign dominions. ’ 

* Ingots' or billets of steel are the stool bars taken from the moulds 
of a steel manufactory the words being applied to a finished product as 
it IB ready for shipping. 

(19) . In the matter of Kekri Press Co Ltd, AIB (1026) All 649946 
All 700»24 ALJ 768r9G IC 753. 

(20) . Jagadishpur Tea Co v Mej^srs Maoleod le Co ATB (1926) Cal 
606:^29 CWN 404=86 1C 910. 
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Sitb-S (i) ClauM {h)t This defiDiidon follows closely the definition of 
'managing agent' contained in s. 2 (1) (9-A) of the Indian Companies 
Act with the following differences: (i) Tn the Companies Act there is on 
refeienco to the memorandnm or articles of association (ii) Ihe Oompan- 
ies Act Explanation contains no reference to a managing director. A 
person entrusted with only a part of the business of a company is not a 
manager c.g tie manager of the local bianch of a bank having many 
branches.*^ There was some doubt on this point whieli was resolved by 
the 1936 Amendment to (he Coin]anies Act and tho definirion contained 
here follows closely the 1936 amendment. See also iJibian v Barton.^^ 

Sttb-S (1) Clauae (i): Private company is defined by s. 2 (1) (IS) of 
tho Indian Companies Act as a company which by its articles (a) rest¬ 
ricts ihe right to transfer its shares if any and (b) Hants the number of 
its members to 50 not including lersons who aie in the employment of 
the company, and (c) prohibits any invitation to tho public to subscribe 
for the shares, if any, or the debentures of the com]:>any: provided that 
when two or more persons hold one or more t hares of a company jointly 
they shall for the purposes of this definition be treated as a single mem¬ 
ber. Under ti e Eoglish Companies Act, 1948, s. 28, a private company 
cannot be formed without share capital. Under the Indian law there can 
be private companies without share capital. 8. 164 of the Indian Compa¬ 
nies Act lays down the procedure for converting a private company into 
a public company and corrof^ponds to s. 30 of tho English Companies Act 
1948. It has betn held by the FatoaHigh Court in/nre Badiant Chemuh 
al Cb that the section does not bar the conversion of a public company 
into a private company by suitable alteration of articles. See HaiUinury 
Vol. 6. p. 188. S 32 deals with the balanceshuet to be filed by a private 
banxiug company, while s. 49 withdraws the ^p^cial piivileges granted 
to private companies by tho Companies Act if such comiianies happen 
to be private banking companies. 

PART II. 

Business op Banking Companies. 

6. Forms of business in which banking companies may 
ei^age:—-{}) In addition to the business of banking, a banking 

(21) . Badaoltlal ▼ Pimperor (1U17) 48 IC 781.19 OrLJ 216.47 PB 
Or (1917). 

(22) . (1876) 10 QB 829.88 LT 396. 

(28). (1948) 18 Comp Cm 186. 
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company may engage in any one or more of the following 
forms of business, namely:— 

(a) the borrowing, raising, or taking up of money; the 
lending or advancing of money either upon or without security; 
the drawing, making, accepting, discounting, buying, selling, 
collecting and dealing in bills of exchange, hoondees, promiss¬ 
ory notes, coupons, drafts, bills of lading, railway receipts, 
warrants, debentures, certificates scrips and other instruments, 
and securities whether transferable or negotiable or not; the 
granting and issuing of letters of credit, traveller’s cheques and 
circular notes; the buying, selling and dealing in bullion and 
specie; the buying and selling of foreign exchange including 
foreign bank notes; the acquiring, holding, issuing on commiss¬ 
ion, underwriting and dealing in stock, funds shares, debentures, 
debenture stock, bonds, obligations and investments of all kinds; 
the purchasing and selling of bonds, scrips or other forms of 
securities on behalf of constituents or others, the negotiating 
of loans and advances; the receiving of all kinds of bonds, 
scrips or valuables on deposit, or for safe custody or otherwise; 
the providing of safe deposit vaults; the collecting and transm¬ 
itting of money and securities; 

(Jb) acting as agents for any Government or local authority 
or any other person or persons; the carrying on of agency 
business of ony description, including the clearin<T and forwar¬ 
ding of goods, giving of receipts and discharges and otherwise 
acting as an attorney on behalf of customers, but excluding 
the business of a managing agent of a company; 

(c) contracting for public and private loans and 
negotiating and issuing the same; 

{d) the effecting, insuring, guaranteeing, underwriting, 
participating in managing and carrying out of any issue, public 
or private, of State, municipal or other loans or of shares, stock 
debentures, or debenture stock of any company, corporation or 
association and the lending of money for the purpose of any 
such issue; 
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(e) carrying on and transacting every kind of guarantee 
and indemnity business; 

(/) managing, selling and realising any property * ♦ * 
which may come into the possession of the company in satis¬ 
faction or part of satisfaction of any of its claims; 

(g) acquiring and holding and generally dealing with 
any properly or any right, title or interest In any such property 
* * * which tray form the security or part of the security for 
any loans or advances or which may be connected with any 
such security ; 

(A) undertaking and executing trusts; 

(i) undertaking the administration of estates as exe* 
cutor, trustee or otherwise; 

(j ) establishing and supporting or aiding in the esta¬ 
blishment and support of associations, institutions, funds, trusts 
and conveniences, calculated to benefit employees or ex-employees 
of the company of the dependents or connections of such per¬ 
sons ; granting pensions and allowances and making payments 
towards insurance ; subscribing to or guaranteeing moneys for 
charitable or benevolent objects or for any exhibition or for 
any public, general or useful object; 

(A) the acquisition, construction, maintenance and altera¬ 
tion of any building or works necessary or convenient for the 
purposes of the company; 

(/) selling, improving managing, developing, exchang¬ 
ing, leasing, mortgaging, disposing of or turning into account 
or otherwise dealing with all or any part of the property and 
rights of the company; 

(m) acquiring and undertaking the whole or any part 
of the business of any person or company, when such business 
is of a nature enumerated or described in this sub-section ; 

(ff) doing alt such other things as are incidental or 
conducive to the promotion or advancement of the business of 
the company; 
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(o) any other form of business which the Central 
Government may, by notification in the official Gazette, specify 
as a form of business in which it is lawful for a banking com* 
pany to engage. 

(2) No banking company * * * shall engage in any 
form of business other than those referred to in sub-section 
( 1 ). 

7. l/se of words “banA”, ‘‘banker'*, “banking".—Mier the 
expiry of two years from the commencement of this Act, no 
company, other than a banking company shall use as part of 
its name, any of the words “bank", “banker ’ or 'banking” and 
no company shall carry on the business of banking in any Pro¬ 
vince of India, unless it uses as part of its name at least one 
of such names: 

Provided that nothing in this section shall apply to any 
association of banks formed for the protection of their mutual 
interests and registered under section 26 of the Indian Com¬ 
panies Act, 1913 (VII of 1913). 

8. Prohibition oj trading .—Notwithstanding anything contai* 
ned in section 6 or in any contract, no banking company shall 
directly or indirectly deal in the buying or selling or bartering 
of goods, except in connection with the realisation of security 
given to or held by it, or engage in any trade, or buy or sell 
or barter goods for others otherwise than in connection with 
bills of exchange received for collection or negotiation or with 
such of its business as is referred to in clause (Ji) of sub-seetbn 
(1) of section 6 : 

Provided that this section shall not apply to any such bu¬ 
siness as aforesaid which was in the course of being trans¬ 
acted on the commencement of this Act, so however, that the 
said business shall be completed before the expiry of one year 
from such commencement * * * 

Explanation.—7or the purposes of this section, *’goods” 
means every kind of movable property, other than actionable 
t:Iaims, stocks, shares, money, bullion, and specie, and all 
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Instruments referred to in clause (a) of sub-section (I) of 

section 6 

Notes: 

SKpUmation'. 'Oood$’ : The definition in the Indian Sale of Qoode 
Act 1930, e. 2 (7) is wider and ineludeg stocks and sbares and bnliion 
in the term "good**'. In this respect the present definition follows the 
English Sale of Goods Act 1893 no 'er which stocks and shares are not 
goods. The definition in the English Act is inclneive while the definition 
under the Indian Sale of Goods Act and under the present Act is 
exhaustive. A sale of emhloments before severance is a sale of 

goods under s. 68 (1) of the English Sale of Goods Act. Unse* 

vered fixinns form part of tho free hold.**. 'Actionable claim’ 

is defined by s, 3 of the Transfer of Property Act 1882 as a claim to 
any debt other than a debt seonred by a mortgage of immovable pro* 
perly or by hypothecation or pledge of movjable jiroperty not in the 
]>oss«s8ion either actual or constiuctive of the claimant which the civil 
courts recognise as affording grounds for relief whether such debt or 
beneficial interest be existent, aoerning, conditional or contingent. The 
chief exomples of actionable claims are, claims for arrears of rent benifit 
of executory oon'ract for the pnrebase of goods, the right to get by division 
a piece of land reserved by donor tor his own use in a deed of gift the 
possession of which is with the donee, an I a share in a partnership. D..*cree 
is moveable property. ** Currant money io not 'goods' but a Jubilee Jg.*! 
gold piece brought as a curiosity is 'gowls’.** It is doubtful whether a ship 
is 'goods*. A i'liip is not like an ordinary obattcl. It dues not pasi by 
deliveiy nor does possession of it prove title to it. There is no market 
overt for ships.* * Still the provisions of the Sale of Goods Act may 
apply to ships. It is doubtful whether cattle will come within the deso- 
ription of 'goods' It is also doubtful whether ga«, water, and electricity 
are included in the term 'gooda*.** The New York Regulations, article 
6. defines ‘tangible personal property* as including fnmi'nre, clothing, 
machinery, livestock. Illinois Regulations, article 16, taxes sale of elec- 
tricity which is considered 'tangible personal property.' The Madras 

(84) Iioe V Uisdon, 7 Tannt 188. 

(25). Vithaldas v Jagjivan (1939) 41 Bom LE 38, 

(86;. Moss T lUmoook (1899') 2 QR 111. 

<27), Per Turner U in Hooper v Qnmm (1867) 2 Oh App 882 (290). 

(28). See Chalmers Sale of Goods Act 11th ed. p. 160; Rash l^ari 
Shaw V Emperor AIR (1939) CaL 76Sa41 CWN 225, 
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General Sales Tax Anl 0 of 1939 a. 8 (o), exclaciee steoks ami sharoB 
from the definition of 'goods*. The same Act inolndes money in the 
definition of'goode* 

P. Disposal of non-banking assets. —^Notwithstanding any- 
thing contfdned in sections 6 and 8, no banking company shail 
hold any immovable property howsoever acquired, except such 
as is required for its own use, for any period exceeding seven 
years from the acquisition thereof or from the commencement 
of this Act whichever is later or any extension of such period 
as in this section provided, and such property shall be disposed 
of within such period or extended period, as the case may be: 

Provided that the banking campany may, within the period 
of seven years as aforesaid, deal or trade in any such property 
for the purpose of facilitating the disposal thereof; 

Provided further that the Reserve Bank may in any par¬ 
ticular case extend the aforesaid period of seven years by 
such period not exceeding five years where it is satisfied that 
such extension would be in the interests of the depositors of 
the banking company. 

No banking company can hold immovable properly beyond 16-3-66 
or if the time io extended by the Tteoerre Bank beyond 16>3—61. A hanking 
company can liold immovable property for its own nse 

10. Prohibition of employment of managing agents and 
restrictions on certain form of employment. —(1) No banking 
company— 

{a) shall employ or be managed by a managing agent, 
or 

{b) shall employ any person— 

(i) who is or at any time has been adjudicated insol¬ 
vent, or has suspended payment or has compounded with his 
creditors, or who is or has been convicted by a criminal Court 
of an offence involving moral turpitude; or 

(ii) whose remuneration or part of whose remuneration 
takes the form of commission or of a share in the profits of 
the company; or 
3 
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(iii) whose remuneration is according io the normal 
standards prevailing in banking business on a scale dispropor¬ 
tionate to the resources of the company, or 
(tf) shall be managed by any person— 

(i) who is a director of any other company, not being 
a subsidiary company of the banking company; or 

(ii) who is engaged in any other business or vocation; or 

(iii) who has a contract with the company for its 
management for a period exceeding five years at any one time. 

Provided that the said period of five years shall, in 
relation to contracts subsisting on the 1st day of July, 1944, 
be computed from that date: 

FVovided further that any contract with the company for 
its management may be renewed or extended for a further 
period not exceeding five years at a time if and so often as 
the directors so decide. 

(2) If any question arises in any particular case whether 
remuneration is according to the normal standards prevailing 
in banking business, on a scale disproportionate to the resour¬ 
ces of the company for the purpose of sub-clause (iii) of clause 
(b) of sub-section (1) the decision of the Reserve Bank thereon 
shall be final for all purposes. 

Notes: 

S«&-S(l) ClattM(o) (iii): If a contract subaLsling on 1-7-44 proTidea 
for management beyond 1-7-49, the pereon holding snob contract can¬ 
not he employed by the banking company after 16-3-49. S. 50 bare the 
right to compensation of peiron aggrieved by action tak^n under s. 10. 

Whddime Worfc During the debate in i’arliament on this section 
much heat vas generated. Tho provision that a banking company cannot 
be managed by a person who is engaged in any other business or voca¬ 
tion came in for much criticism at the hands of members. Mr. Bobini- 
ktiinar Chondhnry objecting to these provisiona recalled that in Provinces 
like Assam and Bengal lawyers and doctors had very successfully managed 
banking oencemG. The provision would act as a check on the growth of 
new banks. If they adopted this provbion they would very soon be foread 
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to bare Parliamontary Scoretariofl managing all brinks, for they were the 
men without any yooation and not engaged in any basineaB. Air. Kulad- 
har Ohalika and Mr. Bamnarain Singh al^o took a similar lino. Mr. N. 
O. llanga supporting the provision urged that henceforth in this country 
if anyone wanted to ran a bank he must be a wholetime worker. 
Doctors or lawyers who were public spirited and wanted to help their 
fellowmen could if they ho chose engage themselves in promoting co-op¬ 
erative credit societies or banks. But when jointstock hanks wei'e started 
with I'lrge capital suWeribed by the middle class population^ the persons 
who managed such institutions should certainly devote all their attention 
to managing his money and to nothing else. 

Subs (J) Clause(p) : TheFinauce Mioisier Dr. JohnMatthaigave an 
assurance to Mr. Mohaiilal Qauram that suitable action would be taken 
to avoid undue haidship being cau.s<*d to itersons from Pakistan who had 
come to Inditi Constrmd literally the elaU'^e would al^o apply to such 
persons who might have suspended payment in their banks or compounded 
with their creditors heoanse o£ their being uprooted from their homes. 

II. RecruitmiU as to minunum paid-up capital and 
reserves: —(1) Notwithstanding anything contained in section 103 
of the Indian Companies Act, 1913 (Vll of 1913), no banking 
company in existence on the commencement of this Act, 
shall, after the expiry of three years from such commencement 
or of such further period not exceeding one year as the 
{Reserve Bank, having regard to the interests of the 
depositors of the company, may think fit in any particular case 
to allow, carry on business in any Province of India, and 
no other banking company shall, after the commencement ot 
this Act, commence or carry on business in any Province of 
India, unless it has paidmp capital and reserves of such aggre¬ 
gate value as is hereinafter required by this section. 

(2) In the case of a banking company incorporated else> 
where than in a Province of India, the aggregate value of its 
paid-up capital and reserves shall not be less than fifteen lakhs 
of rupees, and, if it has a place or places of business in the 
City of Bombay or Calcutta or both, twenty lakhs of rupees: 

Provided that no such banking company shall be deemed 
to have complied with the provisions of this sub-section, unless 
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it deposits and keeps deposited with the (Reserve Bank an 
amount not less than the minimum required by this sub-section, 
either in cash or in unencumbered approved securities or partly 
in cash and partly in such securities. 

(3) In the case of any banking company to which the 
provisions of sub-section (2) do not apply, the aggregate value 
of its paid-up capital and reserves shall not be less than— 

(i) if it has places of business in more than one Provi¬ 
nce, five lakhs of rupees, and if any such place or places of 
business is or are situated in the City of Bombay or Calcutta 
or both, ten lakhs of rupees; 

(ii) if it has all its places of business in one Province 
none of which is situated in the City of Bombay or Calcutta, 
one lakh of rupees in respect of its principal place of business, 
p/tts ten thousand rupees in respect of each of its other places 
of business situated in the same district in which it has its 
principal place of business, twenty-five thousand rupees 
in respect of each place of business situated elsewhere in the 
Province otherwise than in the same district: 

Provided that no banking company to which this clause 
applies shall be required to have paid-up capital and reserves 
exceeding an aggregate value of five lakhs of rupees: 

Provided further that no banking company to which this 
clause applies and which has only one place of business, shall 
be required to have paid-up capital and reserves exceeding an 
aggregate value of fifty thousand rupees; 

(iii) if it has all its places of business in one Province, 
one or more of which is or are situated in the City of Bombay 
or Calcutta, five lakhs of rupees, p/as twenty-five thousand 
rupees in respect of each place of business situated out^dethe 
City of Bombay or Calcutta, as the case may be: 

Provided that no banking company to which this clause 
applies, shall be required to have paid-up capital and reserves 
exceeding an aggregate value of ten lakhs of rupees. 

Explanation .—For the purposes of this sub-section, a place 
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of business situated in a Province other than that in which the 
principal place of business of the banking company is situated 
shall, if it is not more than twenty>five miles distant from such 
principal place of business, be deemed to be situated within 
the same Province as such principal place of business 

(4) Any amount deposited and kept deposited with the 
Reserve Bank under the proviso to sub-section (Z) by any 
banking company incorporated elsewhere than in a Province of 
India shall, in the event of the company ceasing for any reason 
to carry on banking business in the Provinces of India, be an 
asset of the company on which the claims of all the creditors 
of the company in the Provinces of India shall be a first charge. 

(5) For the purposes of this section “value” means the real 
or exchangeable value, and not the nominal value which may 
be shown in the books of the banking company concerned. 

(6) If any dispute arises in computing the aggregate value 
of the paid-up capital and reserves of any banking company, a 
determination thereof by the Reserve Bank shall be final for the 
purposes of this section. 

Notes : 

(jonypaTc/Live Law : It m propoid to Ov>ui)>ace the requireineuiii ati to 
minimum capital conhtined in the section with the oorrespm'lin}' provi- 
sionn contained iu tho laws of other importaut countries. Ganada : Every 
hank in Canada has to be chartered by the Parliament at Ottawa and 
must have a minimum capital of 5,00000 dollars onehalf of 'which must 
bu paid iu before ujmniuii. Chilai Whor<4 the bank is situated in a city 
with a population of over 100000, the capital must be not less than 
million petoa. In other casoa the capital must bo nut l$ss than 1 million 
pesos. The capital and ri'ssrvos must be not less than 25 iiercnnt of the 
deposits. The reierve must be at bait 25 percent of the paidup capital. 
20 percent at least of the ‘valno of fix'sl deposits must be kept in cash 
es gnarautee of those deposits. MexivK By the law of 28-0—32 as amended 
by laws of 30-8-3d and 80-8-34 foreign hanks cannot accept savings 
accounts, aot as fidnoiarrios or perform oertain other siteoii'iad operations. 
They mast purchase a prescribed number of sliares in the Banco do Ifexico and 
deposit theiein a certain pait of their requird reserves. Denmairie: By the law 
of 1980 ordinary banks must have a minimnm oapital of 3,00000 Danish 
kronor and 50 perosutof ilmnst bepaid before business is started. Stock oapiMl 
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mut»i ha paid in Fall witiliin one jeer after ei^tabliahment of ihe baak. Th.e 
l>ank must maintain a mioimam cash balanon atnaanting iii value to one 
third of iU depoaiba, Sweden: Each bank have a capital of nob 

IrsB than ono million kronor. The King can grant exemption from this 
provision. In the oise of t^avingH bank the minimum capital must beat 
least 10000 fcrojtor. The ki*ig grants liceiice for operating b.inks which lasts 
for 10 years and there are special provisions dealing with hank failures. 

(i) Time is given to existing companies up to 16—11—52 for 
complying with (be requirements of tho section. This period may heoxten* 
ded by the Reserve Rank up to 16-3-55. 

The minimum requirement as to capital in respect of foreign 
companies is 15 lakhs if they have no place of husiness in Bombay or 
Calcutta and 20 lakhs in other casts. 

S [S) Clause (t): This clause doats with banking companies having 
interi'rovincial connection’*. They should have a capital of 5 lakhs and 
if they have a place of business in Bombay or Calcntta 10 lakhs. 

Clause (n): This clause deals with banking companies confined to 
ono Province having no place of business in Bombay or Calcutta Such a 
company should have a capital of 1 lakh for its principal place of bnsi* 
ness plus 10 thousand in respect of each place of businesi situated in 
the district whero the principal place of business is located, pins 25 
tbou'-and in respect of each phice of business situated elsewhere. Tne ma¬ 
ximum amount oi capital fixed under the c’ausu is 5 lakhs and if a 
company has only one place of business 50 thousand is etiougb. 

Clause (iiiy This c1hu8«i deal^* wi h compani<vs confined to ono Pro¬ 
vince and having a place of business in Bombay or Calcutta. They should 
have Ciipltnl of o lakhs plus 2.*) thousand in respect of each place of busi- 
nof^s sjtua'^ed outside Bombay or Calcutta. Snppo .''0 the principal jilaoeof 
business of a company is situated in Knudapur in Sou'h Kanara Dist¬ 
rict ol tho Madras Province^ and (he company has a place of businoss in 
Bombay Province within 25 miles of Kuudapnr. Clause (ii) or (lii) and 
not clause (i) would apply to such a case. This is made clear by tho 
Explanation to 6ub-.Hection (3). 

12. Regulation of paid-up capital, subscribed capital and 
authorized capital, and voting rights of shareholders. —No 
banking company shall cany on business in any Province of 
India, unless it satisfies the following conditions, namely :~ 

(i) that the subscribed capital of the company is not less 
than one half of the authorized capital, and the paid-up cartel 



Seo. 14 ] The Banldng Cknupanies Act, 1949. 93 

is not less than one half of the subscribed capital and that, if 
the capital to increased it complies with the conditions prescri¬ 
bed in this clause within such period not exceeding two years 
as the Reserve Bank may allow; 

(ii) that the capital of the company consists of ordinary 
shares only or of ordinary shares and such preference shares 
as may have been issued prior to the ist day of July 1944; 

(iii) that, subject to the provisions contained in clause 

(iv) hereof, the voting rights of any one shareholder, whether 
a preference shareholder or an ordinary shareholder, are strictly 
proportionate to the contribution made by him to the paid-up 
capital of the company; 

(iv) that the voting rights of any one shareholder do not 
exceed five per cent of the total voting rights of all the siiare- 
holders: 

Provided that nothing contained in this section shall 
apply to any banking company incorporated before the 15th 
day of January 1937. 

If a banking company iooorjiorated nftnr bas preforen(*e 

ehams issued ]*rior tn 1-7-44. it must ronTort thnm into ordintiry Hhareg. 
()tlierwi«e it Tioiaie^ the iiection and cannot eany on imsiness. 

13. Restriction on commission, brokerage, discount, etc, 
on sale of sAures.—Notwithstanding anything to the contrary 
contained in sections 105 and 105A of the Indian Companies 
Act, 1913 (VII of 1913), no banking company shall pay out 
directly or indirectly by way of commission, brokerage, discount 
or remuneration in any form in respect of any shares tosued 
by it, any amount exceeding in the aggregate two and one-half 
per cent of the paid-up value of the said shares. 

14. Prohibition of charge on unpaid No banking 

company shall create and charge upon any unpaid capital of 
the company, and any such charge shall be invalid. 

Notes: 

It ghonld be noted that th« oection deals only with unpaid capital 
and does not touch uncalled capitaL Only a charge of the unpaid por¬ 
tion of the ealledup capital is prohibited. A mortgage of unaalled capital 
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hap been held to be valid where the articles give the power and there 
is nothing in the memorandum to the contrary*^. The power to mort¬ 
gage uncalled capital must be conferred by priciae termp. ^ To raise money 
in vaiious modop' or 'To rai^e money in puoh other manner as the 
company may determine is enough. But a power to ‘borrow on the 
property of the company does not confer authority to create a charge 
on the uncalled cai»ital. 

15. Restrictions as to payment of dividend banking 
company shall pay any dividend on its shares until all its capi¬ 
talized expenses (including preliminary expenses, organization 
expenses, share-selling commission, brokerage, amounts of losses 
incurred and any other item of expenditure not represented by 
tangible assets) have been completely written off. 

16. Prohibition of common directors.— banking com¬ 
pany incorporated in a Province of India shall have as a director 
any person who is a director of another banking company. 

17. Reserve fund.— banking company incorporated 
in a Province of India shall maintain a reserve fund, and shall, 
out of the net profits of each year and before any dividend is 
declared, transfer a sum equivalent to not less than twenty 
per cent of such profits to the reserve fund until the amount 
of the said fund is equal to the paid-up capital. 

Explanation —For the purposes of this section, the expres¬ 
sion “net profits” shall have the meaning assigned to it in sub¬ 
section (3) of section 87C of the Indian Companies Act, 1913 
(VII of 1913). 

18. Ca&h reserve.—Every banking company not being a 
scheduled bank shall maintain by way of cash reserve in cash 
with itself, or in an account opened with the Reserve Bank, or 
partly in cash with itself and partly in such account, a sum 

(29) . Ter JeB‘*eI MR in Be Phoenix Beoeemer Co. 44 LJ Ch 683; Re 
Pyle Works 44 ChD 51)4; Nswboo t Debeotnreholderfl of Anglo Anstralinn 
Etc Co (1895) AO 344; Stanley's oaee 4 De Q J & S 407 takes the 
opposite view namely that a power to borrow does not inolnde a right 
to mortgage or eharge nncalled capital. 

(30) . Jackson ▼ Eainford (1896) 2 Ch 349. 

(81). Irrine v Union Bank of Australia 2 App. Cas 866. 
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equivalent to at least two per cent of its time iiabilitles and 
five per cent of its demand liabilities and shall file with the 
Reserve Bank before the fifteenth day of evei7 month three 
copies of a statement of the amount so held on the Friday of 
each week of the preceding month with particulars of its time 
and demand liabilities on each Friday. 

Notes : 

Any le^al fixation of minimum ea'«h reserve is opon io tho iohe- 
rant objection that it tends to freeze ibe cash and thus brnutrates the 
very parpose it is int'jnded to serve anil thit while in normal aod safe 
conditions the resei*ve u really nnnecessarv it will be quite useless and 
inadequate during a crisis which is is its pur[voBe to s*erve, even though 
the law might be suspended during a crisis. Thu‘^ regulation of tho cha¬ 
racter and distribution of the asr^ets licoomes the more important mode 
ot securing liquidity. Under the C«n<idian Bank Act 1934, chartered 
banks must maintain a reservo ot B percent against all deposits within 
Canada. The reserve consists of a deposit in the Bank of Canada and of 
notes of that bank held by the chartered bank. The Central bank pays 
no interest on such deposits. No distinction is made by the Canadian Act 
between time and demand deposits. Under the American law^ Federal 
reserve notes cannot bo counted as legal reserve by mernbor banks. The 
language of s. 18 of our Act seems to support the Amercian point of 
view. The Central Bank of Canada must maintain a n^serve of gold coin 
and bullion to the amount of 25 percent against both its outstanding 
notes and deposit liabilities* Additional reserve may be made up of silver 
bullion and foreign exchange. Under the United States Code^ Title IS, 
Article 462, member banks if not situated in a reserve or central reserve 
city must maintain a balance of 7 percent of demand deposits and 8 
percent of time deposits. If situated in u reserve city the percentages 
are 10 and 3, and if situated in a central reserve city the {lerceutages 
are 18 and 3. The Boaid of iJovernori can by an aflirmutive vote of 
not less than 4 obange the requirements as to the balance which the 
member baoks must keep in the Reserve Bank. 

19. Restriction on nature of subsidiary companies,—{\) A 
banking company shall not form any subsidiary company except 
a subsidiary company formed for one or more of the following 
purposes, namely, the undertaking and executing of trusts, the 
undertaking of the administration of estates as executor, 
trustee or otherwise the providing of safe d^)osit vaults or, 
4 
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eteo wiUiin ih« Umila permitted by eab>-« (3). 

See also notes to s. S3 posh. 

2o. Restrictions on loans and advances.-^) Notwiihstand* 
ing anything to the contrary contained in section 54 A. of the 
Indian Companies Act, 1913 (VII of 1913), no banking company 
shall make any loans or advances on the security of its own 
shares, or grant unsecured loans or advances to any of its direc¬ 
tors or to firms or private companies in which it or any of 
its directors is interested as partner or managing agent or to any 
individuals, firms or private companies in cases where any of 
the directors is a guarantor. 

(2) Every banking company shall, before the close of the 
month succeeding that to which the return relates, submit to 
the Reserve Eiank a return in the prescribed form and manner 
showing all unsecured loans and advances granted by it to 
companies • * • in which it or any of its directors Is 
interested as director or managing agent or guarantor. 

(3) If on examination of any return submitted under sub> 
section (2) it appears to the Reserve Bank that any loans or 
advances referred to in that subsection are being granted to 
the detriment of the interests of the depositors of the banking 
company, the Reserve Bank may, by order in writing, prohibit 
the banking company from granting any such further loans or 
advances or impose such restrictions on the grant thereof as it 
thinks fit, and may by like order direct the banking company 
to secure the repayment of any such loan or advance within 
such time as may be specified in the order. 

Notes ;— 

Sttft-S (J): Tlie ii<>oiinn does oot prohibit the grant of tmaronred loans 
bj a banking oompanjr to a priratc company in which alao one of its 
direotora is a director. 

8ith-S (9^ While enb-a (1) applies to firms and priTate eompaniei, 
nib-B (S) applies to public cimpanies and {o-iTate conipanica in nkloh 
any of the direetora of the banking company i-* intorested a« diraeler. 

Subs (S): A loan alrfady made caonot be inrelidated. Only fnrthov 
loans can b. prohibited or rontrolled. As regards brnns already grtinted 
tho ealy power given to Uio IteserrM Bank is the power to diveet the 
bsnkiag oonpwny to seonro Hs repsyment within a speoiHod i>caiod. 
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Tills fection oan be msefully eompared with the Pekistao Baakiog 
Gomspaaies Coafcrol Aot 82 of 1948, s. 7, While s. 7 (2) of the Pokntwi 
Aot epplies to private eompenies, a. 80 of the Indian Act applies also to 
poblto oompaaies. 

21. Power of Reserve Bank to control advances by banking 
companies. —(1) Where the l^eserve Bank is satisfied that it 
is necessary or expedient in the public interest so to do, it 
may determine the policy in relation to advances to be followed 
by bankinj;[ companies generally or by any banking company 
in particular, and when the policy has been so determined, all 
banking companies or the banking company concerned, as 
the case may be, shall be bound to follow the policy as so 
determined. 

(2) Without prejudice to the generality of the power 
vested in the Reserve Bank under sub-section ^1), the Reserve 
Bank may give directions to banking companies, either gene* 
rally or to any banking company or group of banking compa> 
nies in particular, as to the purposes for which advances may 
or may not be made, the margins to be maintained in respect 
of secured advances and the rates of interest to be charged on 
advances, and each banking company shall be bound to comply 
with any directions as so given. 

Notes : 

TItis SHitioii correH]-oii(lB 1i<> s. 6 of the Pakistan Banking Coinpa* 
nies Control Aot 22 of 1018. 

m 

The wide and all omViracing powers by IhiB section fco tlie 

Reserre Bank to formulate credit policies and emiipel their adoption by 
hanking eonoerns haT«^ c*yoked much criticism. The *IlaMtom Economist* 
in against giving snch a oarte bkmoh» to the HeBcrve Bank e*Apeoiall 7 
when it will take many years for the Bank to recruit the staff necessary 
fer oarrying out the complicatfd and onerons functions imimsed nf»on it 
by tlie Act. Tlie paper ascribes these powers of detailrd-eyen nbiq- 
niions-coiitrol over the banking sy'^tein vested in the Reserve Bank to 
the recent bank failures. The Mectk)}) creates a fin*incia1 *iHQ which iml- 
iko its military counterpart will not only plan strategy but also direct 
operations in the field. It. was a re.<tpon*(ibility which might not weigh on 
the eld Bady of Thremlaei-dle Street. But the lleserve Bank was by no 
nieane an oM lady-jnst 16 ytars oM-^possibly sure of ita ability os young 
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tbingi nenally are, but not 7 «t Twy aure of itt oxpnionea in a diCKoolt 
world. Tbero wai no matore Central Banking ayatem in thia oonntiy whiob 
only awaited the word of the legislatnre to take control of and manage 
the entire banking aystem. It was very diffioalt suddenly to find 8ie 
bvpeimeu who were to plan banking strategy. In the higher strata of 
policy making iuodoqnaoy of personnel-qnalitatively or qnantitatjyelyomay 
well be dangerous for here the policies ai evolved by an individual or a 
few intlmdnals are to lake the pUioe of the individual decisions of bank¬ 
ers all over the country, which means that the adverse effects of any 
errors of judgment that may occur are consequently increased. It is 
serionsly to be considered whether the Banking Bill has not gone too far 
in the matter of the blanket powers and fnnotions which it proposes to 
assign to the Ueserve Bank. The bill bad the avowed object of 
protecting the interests of depositors bnt this wu not neoe«satily synony- 
mons with distrnsting all hanking managements thoroughly, imposing 
every conceivable restriotion on their discreticm, rights and fnnotions, 
and setting up a Cereberus which was the Uescrve Bank-t*) police them. 
B. 21 which was unjust, unreasonable and superflnouB would not provide 
the atmosphere in which commercial Itanking wonld thrive. In their 
<»»i^iui,t consideration of this crucial clause the Select Committee has ove¬ 
rlooked the vital fact that it is simply not possible-even were it desirable 
fox the Beserve Bank to pull down the existing banking stmolnre and 
build a nrw...... 

We mupt eoufess that is difHoult to be enthnsisstio about a bill 
wblcb is drawn from widely different strands of thought and the best 
il.at can be said of it is that it may be accepted lest even worse coofniion 
should befall. 'S. 21 went tar beyond the terms of Ss. 6 and 9 (1) (b) 
of the Bwking Companies Control Ordinance 1948 which it was intended 
to replace. Under the ordinance if it was nos proved that the bank was 
conducting its affairs in a manner which was dortimental to the interests 
of depositors, the inquisitorial powers given to the Kesevve Bank by 
those seolions referred to above-namefy to impose on the banking oompaoy 
the policy regarding advances framed by the Beserve Bank, and to 
direot banking companies to take or nut to take any action relating to 
banking did not come into play. The present s. 81 had gone beyond the 
otdinanoe in dtis resfiect. There was under the Bill interference with 
the bank's policy regarding advances even tbongh it was not proved tiiat 
the interests of depositors were in jeopardy. This innovation shonld bs 
sopporte<i on some rstionsl basis. No doubt there was precedent in the 
banking lavs of other countries for the present provisioa bnt the poiat 
lo bo considered was should those provisidns be followed here having 




Seo. 81) 


81 


Th« Banking Oompaslea Aoti 1940. 

regard to tke nuoent etete of the banking syetem of this ooantry vbicb 
bae yet to deyelop. The CSommonirealth of Anetralia Banking Act (before 
nationalbation) e. S7 anthorieod the Commonwealth Bank if it was eatia* 
fied abont the pnblio interest to determine the polii^ to be followed in 
relation to advanoe*. Under the reoent Qnatemalan law the flnperiotendent 
of banks can present to banka soggeations or recommendations which he 
daema adviaable. As against the above measnteB of a drastic type were 
the other set of laws which helieved in moral peranaaion as opposed to legal 
oompnlsion as a means of credit control After 1-11-47 control of credit 
polii^ in the USA rested on nothing firmer than a directive on general 
principles issnfd in November 1947. S. 4 of the Federal Reserve of Aoi 
USA also was an example of this type of law which laid stress on moral 
persuasion and not legal compulsion as a means of credit controL Under 
that section each federal reserve bank must keep itself Informed of the 
general character and amount of the loan* end investments of its 
member banks with a view to ascertaining whether nndne nso i« being 
made of credit facilities for the specniative carrying on trading 
in seenrities^ real estate or commodities, or for any other purpose in* 
consistent with the maintenance of sound credit conditions: and in 
determining whether to grant or refuse advances the federal roservo 
banks an required to give consideration to this information. The Bank 
of England Act, 1946, s. 4 also is on similar lines. The Bank of England 
is anthoiised by that section to ask information from bankers or to make 
recommendations to them and on being reqnirei hyth** TYeasury to issue 
directions. But the Treasury is required to oonsnlt the banker oonoerned 
before any directions are given. The Bank and the Treasury are deba¬ 
rred from making any recommendations ox giving any directions with 
regard to any partienlar customer. The recommendations or directions 
are privileged from pnblic scrutiny at the discretion of the ^beasnry 
under the Official Secrets Act. No doubt tlio Emergency Banking Low of 
USA o! 9-3-88 prohibited member banks of the Federal Reserve System 
from transacting any business except to such extent and snlqect to snob 
regnlationa. limiUtions and reetriotions as might be proscribed the Se- 
eretary to the Treasury with the approval of the President, bat this was 
an emergonoy proviaion and the normal provisions of tlio Federal Boservo 
Aot require the federal reserve banks not to discrimioato between 
applioanta for funds. As the Governor of the Reserve &nk 
had told the Government extension of bank credit indiscrimi- 
oately wm not one of the eauses of inflation. Control of oredit 
was nndeistandiblt in a mstuio and welldeveloped economy whew the 
forms of oradit and of advances aw standardised but not in a eonntiy 
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where banking has stitl to develop. Having regard to the fiot there 
were 787 banka in prepartition India, it would be diffioalt for thn Ba<(Tve 
Bank to l«o in detailed control of individnnl credit dealing-*, *We rannot 
he blind to the dauj'er that a nationali<w»<l ReBerve Bank anting onder 
the dirpctiona of the Finance Hinifltrjr can giro arndemio and illconaid* 
ered-beona«e bssod on intomple^e data n-garding credit dealings of 
hundreds of bat king eompanies-flirections The jnrimary need in banking 
reform i-i protection of the depositor. The new B inking Aot when it 
becomes law will runtain atringpni provisions to cnsnm this general 
result. We think it will be advisable for (iovemmont not to go further 
with and not to inteifere in greater detail, if s. A'i (1) of tbe fiinking 
Bill now before the country has to l>e expanded we would recommend 
for cunsideratiou the less rigorous language of a 4 of the Federal 
Reserve Aet* 

22. Licensing of banking companies.—{\) Save as herein¬ 
after provided, no company shall carry on banking business in 
any FVovince of India unless it huid.s a licence granted by the 
{(eserve Bank in such behalf. 

{2) Every banking company in existence on the com¬ 
mencement of this Act, before the expiry of six months from 
such commencement, and every other company before commen¬ 
cing banking business in any Province of India, shall apply in 
writing to the Reserve Bank for a licence under this section: 

Provided that in the case of a banking company in 
existence on the commencement of this Act, nothing in subse¬ 
ction (1) shall be deemed to prohibit the company from carrying 
on banking business until it is granted a licence in pursuance 
of sub-section (2) or is by notice in writing informed by the 
Reserve Bank that a licence cannot be granted to it. 

Provided further that the Reserve Bank shall not give a 
notice as aforesaid to a banking campany in existence on the 
commencement of this Act before the expiry of the three years 
referred to in sub-section (I) of section II or of such further 
period as the Reserve Bank may under that sub'-section think 
fit to allow. 

(3) Before granting any licence under this section the 
"Reserve Bank may require to be satisfied by an inspection of 



Sea 8B ] Tho Btaiklag OompaslM Aat, 1049. 88 

the books of the company or otherwise that all or any of the 
following conditions are fulfilled, namely:^— 

(a) that the company is in a position to pay its depositors 
in full as their claims accrue; 

(b) that the affairs of the company are not being condu¬ 
cted to the detriment of the interests of its depositors; 

(c) in the case of a company incorporated elsewhere than in 
a Province of India that the Government or law of the countiy 
in which it is incorporated does not discriminate in any way 
against banking companies registered in a Province of India 
and that the company complies with all the provisions of this 
Act, applicable to banking companies incorporated outside the 
FVovinces of India. 

(4) The Reserve Bank may— 

(a) cancel any licence granted under this section where 
any of the conditions set out in sub-section (3) on the fulfilment 
of which it required to be satisfied when granting the licence 
ceases to be fulfilled, or if the company ceases to cany on 
banking business * * in the Provinces of India or goes into 
liquidation. 

(b) at any time after granting a licence under this section 
require that any of the said conditions on the fulfilment of 
which it did not require to be satisfied when granting the 
licence shall be fulfilled to its satisfaction within such time as 
it may specify, and if the condition is not so fulfilled, cancel 
the licence. 

(5) Any banking company aggrieved by the cancellation 
of its licence under sub’Sectlon (4) may appeal to the Central 
Government, and the decision of the Central Government on 
such appeal shall be final. 

Notes: 

Sttb-S (0/: ExiBfeini; bimking coapaniea have to apply before lC-9-49 
for Uoenoe to the KoeerTe Bank. Etoii if an existing banking eompany 
ia not given a Hoenee it can carry on bnaineas till 16-3 62, or till 10- 
3-53 if extenaion ia granted by the Beaenre Bank. Tbia ia the effect of 
the aecond proviso to the anb-aeotioo. 
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S«6-8 (5) (o): This olavse imposes corlain oonditions to be fulfilled 
by foreign bauking companies. They aro (i) Beoiprooal treatment should be 
accorded by the law of tho country of origin of the foreign bonking 
company to companies registered in India (ii) Tlie foxeign company 
should comply with the all the provisions of the Act. See ss. 11 (2), 29, 
80, 88. 

23. Restrictions on opening oj new, and transfer of exist- 
ifigt places of business. —No banking company shall open a 
new place of business or change, otherwise than within the 
same city, town or village, the location of an existing place of 
business without obtaining the prior permission in writing of 
the I^eserve Bank; and before giving any such permission the 
Reserve Bank may require to be satisfied by an inspection 
under section 35 or otherwise as to the financial condition and 
history of the company, the general character of its manage¬ 
ment, the adequacy of its capital structure and earning prospects 
and that public interest will be served by the opening or, as 
the case may be, change of location, of the place of business. 

Provided that nothing in this section shall apply to the 
opening for a period not exceeding one month of a temporary 
place of business within a city, town or village or the environs 
thereof within which the banking company already has a place 
of business for the purpose of affording banking facilities to 
the public on the occasion of an exhibition, conference or mela. 

Explanation.—for the purposes of this section “ place of 
business*’ includes any sub-office, pay-office, sub-pay office and 
any place of business at which deposits are received, cheques 
cashed or moneys lent. 

Notes : 

The controversy over the oomparative merits of unit and branch 
banking ia an ancient ono. The following are ihe advantages claimed 
for branch banking by its protagonists: (1) Cheap remittance facilities 
are available to branch hanks and this facility in the case of unit banks 
with correspondent system is more costly and inconvenient. (9) Spread¬ 
ing of risks geographically is possible in the case of branch banks. 
Branch banks can daim the advantage of putting eggs in different baskets. 
(S) Benefits of the principle of division of labour are assnred to the 
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branch banka. Tbeir empl< 7 eea oan look after tbe broader probleme of 
bank management like that of distribution of assets, rules relating to 
collateral secnritiea and recruitment of staff. The one great advantage 
claimed for unit banking is direct personal knowledge of local business¬ 
men, their qualifications for business, and thior needs, which knowledge 
branch banks do not have. In India the unit banks are largely represe¬ 
nted by the nonsoheduled banks, iudigenons bankers and co-operative 
banks. It is not trno to say that the unit banks of India are eminently 
suited to finance agriculture and smallsoale iudustrien in rural areas. A 
large part of the commercial crops like cotton and jute is financed by 
big banks. In India there is wide disparity in regional finances and only 
branch banks wbioh pool rosonroes in richer areas can snpply the nece¬ 
ssary finance in rural areas fur carrying on economic activities. Tbe 
need of India is (Uvelo)imeut of branch banking on healthy lines. Ind¬ 
iscriminate opening of branches especially during periods of cheap money 
conditions would when doprohsion sets in, or money becomes tight, make 
the working of the branches uneconomical resulting in tlicir closure 
and ultimate weakening of the parent bank. The section is intended to 
make provision against such a contingency. The Canadian banking system 

is loo impersonal. Local branch managers must constantly refer all 
applications for loans above a small amount to the head office. 

The section contemplates two things: opening a new place of hnsiness 
and changing the venue of an existing place of bu«ine8s to a place out¬ 
side the city, town, or village in which it was previously located. Tbe 
opening of new places of business temporarily for a period not exceed¬ 
ing one month i'> permitted only on oooa>'ions of exhibitions, conferences or 
nuloB. Under article 521 of tbe US Code Title 12 the Board of Governors 
oan permit a federal ronerve bank to establish branch banks within tbe 
federal reserve district in which it is located. The board of directors 
should be not more than 7 nor less than 3. Msiurity of one are appointed 
by the federal reserve bank of the district and of the Federal Beserve 
System. They hold office during the pleasure of tbe Board of Governors 
who can require any federal reserve bank to discontinne any branch. 

24, Maintenance of a percentc^e of (1) After the 

expiry of two years from the commencement of this Act, every 
banking company shall maintain in cash, gold or unencumbered 
approved securities, valued at a price not exceeding the current 
market price, an amount which shall not at the close of busi¬ 
ness on any day be less than twenty per cent of the total of 
its time and demand liabilities in the l^ovinces of India. 
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E)^lanation^?or the purposes of this section, liabilities shall 
not Include the paid-up capital or the reserves or any credit 
balance in the profit and loss account of the company or the 
amount of any loan taken from the Reserve Bank. 

(3) In computing the amount for the purposes of sub-section 
(I), the deposit required under the proviso to sub-section (2) of 
section M to be made with the Reserve Bank by a banking 
company incorporated elsewhere than in a Province of India and 
any balance maintained by a banking company with the Reserve 
Bank or its agent or both, including in the case of a scheduled 
bank the balance required under sub-section (1) of section 42 
of the Reserve Bank of India Act, 1934 (It of 1934), to be so 
maintained, shall be deemed to be cash maintained. 

(3) For the purpose of ensuring compliance with the 
provisions of this section, every banking company shall, not 
later than fifteen days after the end of the month to which it 
relates, furnish to the Reserve Bank in the prescribed form and 
manner a monthly return showing particulars of its assets 
maintained in accordance with this section, and its time and 
demand liabilities at the close of business on each Friday during 
the month, or if any Friday is a public holiday under the 
Negotiable Instruments Act, 1881 (XVI of 1881), at the close 
of business on the preceding working day. 

Notes: 

The peroeotagn fixed in the 1941 Bill wafl 25 and this vas rHlnoed 
to 90 percent aftervrarde. The Ecuiern Eeoiumiri^^ commented a*) followi 
on this lednctioii: ' The lower speoificatlon shonid be a welcome relief 
to smaller banking iustitntioni which urged a modification of this 
provision. The scheduled banks have daring and since tho War kept 
■omething like 60 percent of their assets in the form of giltedgeds and 
the proposed peroentago will uall for no new immadis'e upward adjust* 
meat osoeptiug perhaps for some of the smaller banks. Tlie only question 
is whether whon the b inking system embark* on financing a higher 
level of activity and trad 3 by means of loans and advances and 
finds the nooessiiy for switohiag over from the glledgedri to oommeroial 
biliB and advaaoB, the oompnlsoty investment of 20 pnr..ant, in approved 

(88;. Dated 9lh May IdiJ. 
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veoarities will prove to be on inhibition. Having regard %o the wide 
margin abtli open and to the fact that liquid assets are also neoeSBarj 
fiuch an apprehension would seem to be without basis. to whether 
this by itself is adequate assnranoo of liquid or nondepreciable assets it 
will very much depend on (i) whether the banking system will as a 
whole be confronted with the choice of selling their approved seenrities 
and (ii) whether and bow far the Central Bank aud the Government will 
give support to the mamtcnaoce of giledged values. In this again 
i<uch fears may bo mlid out by normal standards. In order to give 
protection to depositors in British India in relation to banks incorpo¬ 
rated ont'^ide British India, the latter banks are required to keep 76 
percent of assets in British India as ogain^t their British Indian liabili¬ 
ties/ S. 8 of ibc Pakistan Banking Companies Control Act 22 of 1948 
gives oulv a timo of three months to comply with the provisions of the 
seotdon. The Indian Act is more liberal and gives a time of two years. 
While s. 11 deal4 with minimum |)aidnp capital and reserves and s. 18 
doais wi'h cash reserve^ this section deaU with miintenaneo of percentage 
of assets in cash gold etc. S. 25 deals with maintenance of a percentage 
and of assets in the Provinces of India 

25. Assets in the Provinces of India. —(I) The assets in 
the Provinces of India of every banking company at the close 
of the last working day of every quarter shall not be less than 
sevenly-five per cent of its demand and time liabilites therein. 

(2) Every banking company shall, witliin one month from 
the end of every quarter, submit to the Reserve Bank a return 
in the prescribed form and manner of the assets and liabilities 
referred to in sub-section (1) as at the close of the last working 
day of the previous quarter. 

(3) For the purposes of this section,— 

(a) “ assets ” shall be deemed to include such promi¬ 
ssory notes, bills of exchange and securities as the Reserve 
Bank is, under the Reserve Bank of India Act, 1934 (II of 1934), 
empowered to purchase, discount or make advances against 
and export bills drawn in, and import bills drawn on, and 
payable in India and expressed in such currencies as the Reserve 
Bank may from time to time approve in this behalf; 

(b) * quarter " means the period of three months ending 
on the last day of March, June, September or December. 



8d Tbe Banking Oompanles Aot, 1^. [Seo. 27 

Notes : 

This eeofcion may be oompared with the Pakistan Banking Cempanies 
Control Aofe 2S of 1948, s. 9. Under the Pakistan Act the ]iorcentage of 
time and demand liabilities which the banking companies have to main¬ 
tain as assets In the Provinces shall be sneh percentage not exceeding 
75 percent as the State Bank may from time to time prescribe In 
India the percentage is a fixed one, namely 75 percent. The necessity 
for the Pakistan Act is explained as follows in the statement of 
objects and reasons: *A large proportion of the assets of banks opera¬ 
ting in Pakistan are held mainly in the form of balanoes with tiieir 
head olfiues the majority of whioh are situated in India or in the 
form of Government of India securities. Out of 34 scheduled bankss 
with total deposits of Bs 107.83 crores, 25 scheduled banks with depo¬ 
sits amounting to Bs 48. 25 orores have their head offices in ludii and 7 
exchange banks with deposits amounting to Bs 29. 1 crores have their 
head offices elsewhere. This means 72 percent of the deposits received 
by scheduled banks oiieratiog in Pakistan are held by Nun-Pakistan Ituuks. 
This is hardly satisfactory as the normal praoticcs is that banks opera¬ 
ting in a country are required to bold substantial parts of deposits 
in the form of assets in that country. The Bill seeks to remedy the 
situation in which banks bold the majority of their assets outside 
Pakistan and follows closely the lines of the Banking Companies Control 
Ordinance issued by tlio Qovomment of India.' 

26. Return of unclamed deposits.—'Evexy banking company 
shall within thirty days after the close of each calendar year, 
submit a return in the prescribed form and manner to the Res¬ 
erve Bank as at the end of such calendar year of all accounts 
in the Provinces of India which have not been operated upon 
for ten years, giving particulars of the deposits standing to the 
credit of each such account: 

Provided that in the case of money deposited for a fixed 
period the said term of ten years shall be reckoned from the 
date of the expiry of such fixed poriod. 

27. Monthly returns and power to call for other returns 
and information.—{\) Every banking company shall before 
the close of the month succeeding that to which it relates 
submit to the Reserve Bank a return in the prescribed form 
and manner showing its assets and liabilities in the Provinces 
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of India as at the close of business on the last Friday of every 
month or if that Friday is a public holiday under the Negotia¬ 
ble Instruments Act, 1881 (XVI of 1881), at the close of business 
on the preceding working day. 

(2) The Reserve Bank may, by notice in writing, require 
a banking company at any time to furnish it within the time 
specified therein or such further time as the Reserve Bank may 
allow, with statements and information relating to the business 
of such banking company, and without prejudice to the genera¬ 
lity of the foregoing power, may call for information every half- 
year regarding the classification of advances and investments 
of banking companies in respect of industry, commerce and 
agriculture. 

Notes : 

This section can be compared with s. 10 (2) oE the Pakistan Banking 
('ompauies Control Act 22 of 1948. Under the Pakistan Act banking 
companies liave to submit to the State Bank a halfyearly statement 
regarding oloasifieation of inToatmonts and advances withont any requ¬ 
isition from the State Bank. Under the Indian Act, s. 27 (2), the Beserve 
Bank may by notioo in writing call for such atalements and thra only 
there is an obligation cast upon the the banking company to comply 
with i-aoh reqnieltion. S. 27 (2) corresponds t> s. 11 (1) (e) ot the 
Pakiftan Act. 

Englith Law : The English Companies Act 1948 (11 A II Qeo VI, 
c. 88) lays some special obligations on banking companies in the matter 
of fnrnishiiig certain information relating to the activities of sneh com¬ 
pany. See Form Q Tliird Schedule Indian Companies Act. S. 488 of the 
English Act runs as follows; ' (1) Every company being a limited bank¬ 
ing company or an insnrance company or a deposit provident or benefit 
society shall before it commences hnsiness and also on the first Monday 
in February and the first Tuesday in August in every year dnring which 
it carries on bnsiness make a etatement in the form set ont in the 13th 
Schednle to this Act or as near thereto as cirenmstanoes admit (2) A 
copy of tho statement shall be put up in a oonspionoos place in the 
registered office of the company and in every branch office or plaoe 
where the bnsiness of company is carried on (8), Every member and every 
creditor of the company shall be entitled to a copy of the statement on 
the payment of a sum not excee<iing sixpence. (4) If defonlt is n»de in 
eomlying with the Motion the company and every officer of the compel^ 
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who is io defanife shall be liable to a default floe. ^5) For the purpotee 
of tbie Act a oompaoy which carrioe nn the busioegfl of ioBurauce in 
Gommon with any other bnemess or businesses shall be deemed to be 
an insni-ance company.(G), ,...18th Schedule to tiie English Compa¬ 

nies Act 1948: Form ot‘ Statement to be published by Banking etc Com* 
panies: The share capital of ibe company is......ciiTided into.,.share6 of... 

each. the company has no share capital the portion of the statement 
relating to capital and shares mast bo omitted). The number of shares 

issued is.Calls to the amount of..poands per share have been made 

which the sum of.poands has been received. The liabilities of the 

company on the first day ot Janoary(or July} were—Debts owing to sundry 
persons by the company On judgment £ On specialty £ On notes or bills 
£ On simple contracts £ On estimated liabiltites £ 

The assets of the company on that day were—Qovernment securi¬ 
ties staling them. Bills of Exchange and promissory notes £ Cash at the 
bankers £ Other securities £ 

28. Power io publish information. —The Reserve Bank, if 
it considers it in the public interest so to do, may publish any 
information obtained by it under section 27 in such consolidated 
form as it thinks fit. 

Notes : 

Thia eeebion ooireaiiotids to s. 12 of the Pakistan Banking Cumpa* 
nies Control Act 22 of 1948. Under onr Act the informatioa has to be 
published in a coneoUdated form while under the Pakistan Act it has to 
be pobllshed in suck form as the State Bank may think fit. 

29, Accounts and balance-sheet. —(1) At the expiration of 
each calendar year, every banking company incorporated in a 
Province of India, in respect of all business transacted by it, 
and every banking company incorporated outside the Provinces 
of India, in respect of all business transacted through its bran> 
ches in the Provinces of India, shall prepare with reference to 
that year a balance-sheet and profit and loss account as on 
the last working day of the year in the Forms set out in the 
Third Schedule or as near thereto as circumstances admit: 

Provided that in the case of a banking company incorpo¬ 
rated outside the Provinces of India, the profits and loss account 
may be prepared as on a date not earlier than two months 
before the last working day of the year. 
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(2) The balance-eheet and profit and loss account shall 
be signed— 

(a) in the case of a banking company incorporated in 
a Province of India, by the manager or the principal officer 
of the company and where there are more than three directors 
of the company, by at least three of those directors, or where 
there are not more than three directors, by all the directors, 
and 

(p) in the case of a banking company incorporated 
outside the Provinces of India, by the manager or agent of the 
principal office of the company in the Provinces of India. 

(3) Notwithstanding that the baiance-sheet of a banking 
company is under sub-section (1) required to be prepared in a 
form other than the form marked F in the Third Schedule to 
the Indian Companies Act, 1913 (VII of 1913), the requirements 
of that Act relating to the balance-sheet and profit and loss 
account of a company shall, in so far as they are not inconsi¬ 
stent with this Act, apply to the balance-sheet or profit and 
loss account, as the case may be, of a banking company. 

(4) The Central Government, after giving not less than 
three months’ notice of its intention so to do by a notification 
in the official Gazette, may from time to time by a like notifi¬ 
cation amend the Forms set out in the Third Schedule. 

Notes'• 

Thii Bection deals vllh ihe form in which the balsnceeheel of a bank, 
ing company has to be filed. S. 46 puniflhes any person who in a bala- 
ncesheet makes a statement whieh is fslae in any material parttenlar 
knowing it to be false ur wilfnlly omits to make a material statement. 
Tlie requirements of the Indian Companies Act relating to balance-aheft 
and profit and loss account have to be followed by banking companies 
in so far as they not inoonsistent widi this Act. 

Dkiomn of Bad tmi DouMM by Sankimg OompoMy i» 

Bidamo Sheet: This topio has bad an interesting history and the law has 
swayed many times backwards and forwards and it is to bs hoped that 
it has taken a statitmaty position ss regards banking oompasies by 
virtue of the enactment of the Third Schednle to the Banking Opapan* 
ies Act 1949. The earliest statute of lipdia the act of 1889, HMk|e no 
ft 
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liittBCllMi beltwaaB baakiag and other cewpaiiies. Under the CompuiiM 
Act of 1913 the burden imposed on banking oompaniea aiighllif 
benirier. They had to distinguish between debts oonsidered good and 
debts oonsidend.doubtfhl. The High Court in the OASe of Shomdoaiiiii v 
PoeMomoalat* suggested amendment of Form F, Third Schednlob Compa¬ 
nies Act, and the Qorernor General responded by his Notifloatdon dated 
Slsl Haroh 1927 under which banks had to siiow in their balanoesheet 
only bad debts other than those for which jaoTision had been made le 
tie satisfaction of the auditors. The Amending Act of 1936 restored &e 
law to the 1882 position treating banking and other oompanies alike but 
on 16th January 1937 the Central Oovernment issued Mother Notifioalden 
tile effect of which was to restore to banking companies the pririleged position 
which they enjoyed under the 1927 Notification. A Full Bench of the 
Bombay High Court in Skamda$ani v Central Bank of India* * held that 
the aotifioation of 1937 was invalid liecauso in the words of Loknr J 'to 
differentiate betwem ono class of companies and another would bo amending 
s. 132 and the power of legislating was not conferred upon the Central Oorem* 
ment by s. 151 Companies Act. 'In tho words of Beaumont CJ* In my opinion 
the Central Government has no power under s. 151 to alter Form F in 
such a way as to differentiate lietween companies because it involves in 
substance an alteration of s. 132 of the Act. The legal position has 
been regularised now by the onaotmsnt by the Cential Legislature of the 
Indian Companies Amendment Act 80 of 1948, which nceived the Gover¬ 
nor General’s assent on 87th Novemeber 194.3. This Act has made the 
necessary changes in the Third Schedule, Form F, itself Md the 
privileged position which banking companies enj<^ed under the 1927 
notification has been confirmed and placed beyond the |)OS8ibiIity of legal 
attack. The position is tho samo under Form A Third Schedule to the 
Banking Companies Act 1949. In England a practice has arisen whereby 
only banking eompanioB are allowed the priviloge of concealing thoir bad 
and doubtful debts and their secret reserves. ** 

/ferns in Bofemasshest: DepooUr. 

Suppose a company has a deposit of Rs 3 Iskbs and it has made a 
loan of Bs 50000. How is the deposit to be shown in the balanoesheet ? 
Should a deduction be made from the total deposit by subtracting the 
ameunt of tiie loan 7 ShonU the deposits be shown as Bs 8 lakhs or as 
Be H la khs ? The Calentte High Court has held that the a«tn*l deposits 

(SUi), AIR (1927) Bom 414ii40~Beia LB 722!” ~ 

(^). AIR (1944) Bom 107»46 Bom LB 70 (FB). 

(86). Sea the Observations of Buokly J in Nemfen v Bvmtingkem 
SmaU Arms fib <1906) 2 Oh 378 (887). 
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afaimld be ebowa withont ■ablrMtiog the amoanie of loena. Coaliffo J 
obeerred in SwpartnifiMbMf and Snnnitbramm’ uf 4)9^*^ Btagti v 
Jkkila Bandn Oulka **: It is quite obrioue tbnt a loan and a depoait 
areitema differing completely in form from the balanooahoet point of 
Tiew. Striotly speaking they ought to appear on different ddesfoione ia 
an aaeot and the other a liability. ConsolidatlDg the two and presenting 
then as one item to the readers to my mind ia a striking ease of nondi- 

soloanre amounting to a anppresaion of the truth.4 balanaeahoet need 

not be, in fact it must not be, a mere inventory. It is supposed to be a 
piotorial representation of tlie trading position of the company easily 
appreciated not by ignorant people bnl by persons who are reason¬ 
ably able to understand commercial expressions and oommeroial conditions, 

Stth-S (5^: Requirements of Companies Act relating to Balanoesheet 
etc in so far as they are not inconsistent witl) Banking Companies Act 
apply to banking companies : 

The effect of this sub-seotion ia to make as, 181,131-A, 188-A, 13S fe 
186 of Companies Act applioablo to banking companies, bsesnse theso 
sections are not inconsistent with the present Act. S. 181 obliges the 
directors at some date not later than eighteen months after (die bioorpe- 
ration of the company and aubseqaenUy onoe at least in every oalendas 
year to lay before the company ia general meeting the balanaesheet and 
profit and loss aooonut. The bslancesbeet has to be audited and the 
auditor's report has to be attachoed to it and read before the oompaDyia 
general meeting. The balanoesheet together with the anditor’s report 
has to be sent to members 14 days before the general meeting and mast 
be open to inspection by members. The directors under s. 181-A have to 
attach to the balanoesheet their report relating to the state of the comp¬ 
any's affairs, the amount which they recommend to be paid by way of 
dividend etc. S. 135 gives members of a oompany the right te bo furnis¬ 
hed with copies of the balanoesheet at a charge not exceeding six annas 
for every hundred words. Banking companies by s. 136 have to publish 
twice yearly in February and August statements in the form marked G 
in the Third Schedule. By s. 182-A the balanoesheet is to include parti* 
cttlsrs also as to subsidiary oompanies. 

Tntmet on Bad DMn WhMor ma bs thown ia Fri/tf CotwitAs: 

There has been divergenee of judicial opinion on tiiis point. In 
Offimal Ugwidtdon of Kmki Bank v Dkntion <if Ktmuki Bank 
the Sind Court held that it was not permissible to show intoiest on 

(1986) Cal 6X^ CWN”1841. 

(88). AIR (1932) Sind 4ai6 SLR 297»1R (1981) Sjad I4«wl48 10 993. 
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lad AOto M pr#fW. Bat ia aaodier Slai cm« Otfkn^ ZjgwfdbMi v 
Shmanm**MtUa JO took tlio opporiteview,and brld that wbattho aompa. 
Iiy OMafalond bad and doabtfnl noad not necopmriljr be irretrievaUe. 
The fmpae aaoertainaient of profiti in the case of oompaniee is of 
great importanee only in order to aroid posribility of diridend wholly 
partially oot of eapital whieb is striotly forbidden. If that is guarded 
against the showing of the proift on paper may not be so Titally missta* 
idng the position of the bank after all. 

BtgvIaUm 107: TaUe A, Oompaniet Aot: How far api^eaSM (0 
Bamkimg OompemitK Begalatioa lOT of Table A reqairoo ronie additional 
xatiion to be mentioned in the profit eud ioa/i eeoouat aaoh as the 
amount of gross income distiogBishing the seTeral sources from which it 
has been derived, and the amount of gross expenditure dutingoibaing 
the expenses of tbe establishment, salaries and other like matters. Iftho 
partioulars required by that regulation are not given in the profit and 
loss aeoennt of a banking company which complies in all other rospecls 
with the Third Sohednie to tbe ilanking Companies Act, can it be said 
that B. S9 (1) is oontraveoed so as to attract the penal providons of t. 

44 (4) 7 Perhaps not for tbe Third Sobednie to the 1949 Act is Melfoonl- 
ained and there is no refeienoe to Uegulation 107 in it, Tbe broaeh of 
tbe Begulation cannot be vieited with penal oonseqnences This view 
derives support from the observetions of Bajadhyaksha & Loknr JJ iu 
Skamdaeani v Ontral Bani of hedia.* 

iSuh-S-(4) : Will the snb-soolion be oomplied with if only the altera¬ 
tions ill the Forms of the Third schedule ere ]>nblished without Ibe altered 
Forms themselvos being pablished 7 This point ooeasioued mnoh controversy 
nnder tbe old s. 1.^1 of the Companies Ael before its amendment in 1948. 
The old law required the altered form to be publisLeJ and in Shomdosam 
V OetUral Bank of tndia*^ the section was interpreted literally and it 
was held that only the altered form should be publisho i and it was no 
good publishing only the alterations aud saying it was just as good or 
even better. It might lie that if the altered form is published without 
distiogniidiing (he alterations in colonred ink or by some other distin- 
cUve form, it woild be veiy difficult to find out wliat the alteratioDS 
are, bttt what the seetion requires is pnblication of the altered form and 
a4l the altevattons. The Aet 80 of 19M hai now made the position clear 
and it is now enough if the attsratioos abne are pnbJished. The laugnage 

(88). AIIl (19^) Sind 18^6 SLK Slli^B (1989) Sind~ 168^146 lo 
SloSS Or L3 89K1988) Cr 0 36 (8>. 

(40). AIll (1841) Bom 107*46 Bom LB 70 (FB). 
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of nine (4) of iho proiont owtion ooa bo iutorpieted at londing rapport 
to lb« now of iho Bombay Hig^ Court in iho 8Aigmi(iaWMi4 mm and as 
nwniBg eontmy to Act 30 of 1948. 

30. (I) The balance*8heet and profit and loss acco* 

unt prepared in accordance with section 29 shall be widited.— 

(a) in the case of a banking company incorporated in a 
Province of India, by a person duly qualified under any law 
for the time being in force to be an auditor of companies; 

(fi) in the case of a banking company incorporated out* 
s/de the Provinces of India, either by such an audltrn’ as afore- 
said, or by a person duly qualified to bo an auditor under the 
law of the country in which the company is incorporated. 

(2) The Auditor shall have the powers of exercise the 
functions vested in and discharge the duties and be subject to 
the liabilities and penalties imposed on, auditors of companies 
by section 145 of the Indian Companies Act, 1913 (VII of 19i3X 

(3) In addition to the matters which under the aforesaid 
Act the auditor is required to state in his report he shall, in 
the case of a banking company incorporated in a Province of 
India, state in his report,— 

(a) whether or not the information and explanations requ* 
ired by him have been found to be satisfactory; 

{b) whether or not the transactions of the company which 
have come to his notice have been within the powers of the 
company; 

(c) whether or not the returns received from branch offices 
of the company have been found adequate for the purposes of 
his audit; 

(d) whether the profit and loss account shows a true 
balance of profit and loss for the period covered by such 
account; 

(e) any other matter which he considers should be brought 
to the notice of the shareholders of the company. 

Notes: 

Snb-SKi^ Ckam (3) ; Under the English oompnnieii Act 1948, s. 1$1, 
a person shall be qualified for being appointed as anditorenlj if be is a 
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memb«r <»{ » bodf of atioonataata ootobliahod in (ho United Kingdom 
•ad recogniwd by tho Board of Trade, or he is Katboriflod by iho Board 
of Trsdn to be so appointed beoause he has similar qaalifioations obiaio- 
ed outside the United Kingdost or boeause he has obtained adequate knovr- 
ledge awl experienro in the oourse of hh employment by a member of 
a body of recognised aoeountants, or booan^e he has before 6>8-47 pract¬ 
ised SB sn aouountaot in the United Kingdom. This t>ub-aection does not 
appfy to an exempt private company which is defined by s. 1:10 as one 
whiob satisfies the following oonditioa8:-(i) The oonditions in the 7th 
sohadole most ho satisfied as to the {lersons interested in the company’s 
shares and debentures (it) Number of persons holding debentures in the 
company is not more than 60 (joint holders being treated as a single 
person) (iii) No body corporate is a director of the company and neither 
the company nor any of its director is party or privy to any arrange* 
UMnt where by idle policy of the company is capable of being determined 
by persoBs other tiian tbe directors, membtrs and debentniehofalers or 
trasteas for debentureboldei'S. None of iho fbllownig }*erBuus shall be 
(|iMli£icd for appointment as the.aaditoT of a company (i) Officer or servant 
of the company (li) Person who is a partner of or in the employment 
of an offieer or servant of the company (iii) A body coriKirste. (it) does 
not apply to an exempt private company. A person shall also not be 
qualified for appointment as auditor of a company if ho is by virtue of the 
foregoing provisions disqualified for appointment as auditor of any other 
body corporate which ie that company’s subsidiary or holding company, 
or a subsidiary of that company’s holding company or would be t>o disq¬ 
ualified if tb<' body corporate were a company. Scottish firms are qualfied 
for appointment as auditors only if all tbe partners are qualified for 
appointment as auditor. A body corporate acting as auditor is liable to 
a fine not exceeding One llnndrod Pounds. Under tbe Indian Companies 
Aet, 8. 144 (6; (ii)u partaer of a director or officer of a private company 
cannot be appointed as auditor. Under the Engliah Act 1948 such a 
person can be appointed as a auditor if the (simpany is an exempt 
private company. 

: The auditer has got wider powers in anditiag the aooonnta 
of lianking companies. He can point attention in his re}K>rt to uttfia mms 
transactions indulged in by the company and indicate whether the retnms 
received from the branch offices of the company have been adequate for 
the purposes of his audit. Clause (c) of snb-s (S) corresponds to article 
2 of the 9tb schedule to the English Companies Act 1948. Gtanse (d) 
OQriesposds to a article 3 (6) (b) of the 9tb adiednle to tbo English 
CempMtiee Ant 1948. 
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31. Submission e/returns.—The accoufits and balance-sheet 
referred to in section 29 together with the auditor^ report shall 
be published in the prescribed manner, and three copies thereof 
shall be furnished as returns to the Reserve Bank within three 
months from the end of the period to which they refen 

Provided that the Reserve Bank may in any case extend 
the said period of three months for the furnishing of such 
returns by a further period not exceeding three months. 

32. Copies of balance-sheets and accounts to be sent to 
registrar.—(\) Where a banking company in any year furnishes 
its balance-sheet and accounts in accordance with the provisions 
of section 31 it may, or when it is a private company, * 

* * shall, at the same time send to 

the registrar three copies of such balance-sheet and account 
and of the auditor’s report, and where such copies are so sent, 
it shall not be necessary for the company to file copies of the 
balance-sheet and accounts with the registrar as required by 
sub-section (1) of section 134 of the Indian Companies Act, 
1913 (VII of 1913), and such copies so sent shall be chargeable 
with the same fees and shall be dealt with in all respects as 
if they were filed in accordance with that section. 

(2) When, in pursuance of sub-section (2) of sectkHi 27, 
the Reserve Bank requires any additional statement or infor¬ 
mation in connexion with the balance-sheet and accounts 
furnished under section 31, the banking company shall, when 
supplying such statement or information, send a copy thereof 
to the registrar. 

Notes: 

A tough problem ariseB as to the combined effect of ss 76 (1), end 
131 (1) of the Indian Companiee Act takon with (in the case of banking 
companies) s. 181 (1) of the Indian Companies Act or s. 82 (1) of the 
Banking Companies Act 1949. 8. 76 deals with the holding ef a general 
meeting at least onoe !n every calendar year while s. 191 makes it obh- 
gatory on the part of the direoters to ley before tiie aannal general 
meeting copy of the balancesheet. Only after these two processes comes 
the last link in the cbein of obligations, namely rending three copies 
of the balancesheet etc. to the Kegistrar. Suppose the directors of a bank- 
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bg eoiBpwy how failed to bold a general meeting for one whole oalendar 
jear and have not plaoed the balanooeheet before ang meeting thru vicdat* 
ing so. 76 and 181. Can they be oonTioted under e. 184 of the Oonp8n> 
iee Aot or s, 82 of the Banking Oompauiei Act? !• it open to the aocneed 
to pl<-ad in answer to a obnrge under s. 134 his prior default in respect 
of the calling of the prescribed general meeting and placing before such 
nweting a duly prepared and audited balanoesbeet 1 Tennon b lUehard* 
son JJ in JkbMdra Nath v fiegutrar Joint Stodt CbmpoiiMS* ^ took the 
Tiew that it wae not open to the accused charged under s. 134 to plead 
his prior default. They relied on (Jie English ileuision of Pork v Law- 
ton.*^ Lodge J in Bhagirath v Emperor AIR (1948) Cal 43 also took a 
similar view. 

Fandrang Bow J took the opposite view in KVL Kararittiiui Boo 
& Otkon /imv.*4 According to this learned judge, ». 184 clearly oonte- 
mplated the sending of the balanoesheet after it had been placed before 
the company in general meuting and where there was no snob placing of 
the balanoesheet boforo the general meeting the offence under S. 184 
oonld not possibly have been coaimitied. Chagla CJ A Qajendragadkar 
J in the weent ease of Emptror v Pioneer Clay b Indnetrial Woiin 
Ltd** bare approved of the view of Fandrang Row J. Chagla ACJ obse¬ 
rved tboss...‘When we turn to Pork v LavaUm* we find that it is based 
on s. 36 of tho English Aot which in its scheme and terms is entirely 
different from the section with which we are eoooerned. That section is 
a oomposite seetion which lays down varions requirements which are to 
be complied with by the company nnder its first fonr subelanses, and 
subclause (6) is the penal sub-cection whioh penalises the failure to 
comply with any of the requirements contained in any of the four pre¬ 
ceding sub-sections. As I have pointed out, the scheme of our Act is 
entirely different. We have various stages whioh have to be gone through 
before we teach the stage of a copy of tbe balanoesheet and the profit 
and loss account being filed with tho Registrar, and the failure to reaoh 
any one of the stages within the time prescribed is made penal by the 
Aot. In our opinion the English decision relied on by the Calmitta High 
Uourt does not help us to construe the plain language of s. 134. With 
respect therefore, we do not agree with the view taken by the Oalontta 

^i)rAIB'(1917j ban^IoloTBirOB LJ 7i^ 

(48). (1911) 1 KB 688 a 86 LJEB 896 s 104 LT 184. 

(43) . AIB (1937) Mad 341 a 46 LW 348 »169 IC 100. 

(44) . AIR (1946) Bom 837 a 50 Bom LR 166 s 2 DLE 36. 

(46). (1911) 1 KB 688 a 80 LJKB 896 a 104 LT 184. 
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High CoMt. Thii it aol • cue irOere «a MKmHd penen ulfea cd hii 
defcoil m 4 plwdc fajfl iBWenoe* WhsI he ie I uej heve cotBiei* 
tted u otfiraoe bat the oflenoe that 1 have oeeiBiitted it net tiie one 
with which 1 am eharged. On the {eeta proved by the proteontien an 
olfonoe is not disclosed ander a. 184 (4>. A different offenoe might have 
boon committed either under a. 76(8) or under s. 183 (3). Under the ci- 
rcniuatanees we agree with the view taken by the learned Additional 
Stipendiary Uagiatrate and we ore of opinion diat Ae aooaaed are not 
gnilty of the offenoe with which they are charged.' 

33. Display of audiied baktncesheet by companies incor¬ 
porated outside the Provinces of !ndia.~%vtxy bankitijr company 
incorporated outside the Provinces of India, shall, not later than 
the first Monday in Av^^ust of any year in which it carries on 
business, display in a conspicuous place in its principal Office 
and in every branch office in the Provinces of India a copy of its 
last audited balance-sheet and profit and loss account prepared 
under section 29, and shall keep the copy so displayed until 
replaced by a copy of the subsequent balance-sheet and profit 
and loss account so prepared, and every such banking company 
shall display in like manner copies of its complete suited ba¬ 
lance-sheet and profit and loss account relating to its banking 
business as soon as they are available and shall keep the co- 
fries so displayed until copies of such subsequent accounts 
are available. 

34. Accounting provisions of this Act not retrospective.-^ 
Nothing in this Act shall apply to the preparation of accounts 
by a banking company and the audit and submission thereof 
in respect of any accounting year which .has expired prior to 
the commencement of this Act, and notwithstanding the other 
provisions of this Act, such accounts shall be prepared, audited 
and submitted in accordance with the law in force imnediatdy 
before the commencement of this Act 

Notes : 

8fl. 88 to 88 da nat apply to the •ooomibiag year lit Jlnaary to 
Slit Detoiaber 1948. The oU law appliaa to Hiat pirlad. 

35. inspection.-i 1) Notwithstanding anything to the coirtraiy 
contained hi section tSS d the Indian Companies Act, 191$ 
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(VII of 1913), the Reserve Bank at any time may, and on being 
directed so to do by the Ontral Government shall, cause an 
inspection to be made by one or more of its officers of ai^ 
banking company and its books and accounts; and the Reserve 
Bank shall supply to the banking company a copy of its report 
on such inspection. 

(2) It shall be the duty of every director or other officer 
of the banking company to produce to any officer making an 
inspection under sub-section (1) all such books, accounts and 
other documents in his custody or power and to furnish him 
with any statements and information relating to the affairs of 
the banking company as the said officer may require of him 
within such time as the said officer may specify. 

(3) Any person making an inspection under sub-section (1) 
may examine on oath any director or other officer of the bank¬ 
ing company in relation to its business, and may administer an 
oath accordingly- 

(4) The Reserve Bank shall, if it has been directed by the 
Central Government to cause an inspection to be made, and 
may, in any other case, report to the Central Governmmit on 
any inspection made under this section, and the Central Govern¬ 
ment, if it is of opinion after considering the report that the 
affairs of the banking company are being conducted to the 
detriment of the interets of its depositors, may, after giving such 
opportunity to the banking company to make a representation 
in connexion with the reports as, in the opinion of the Central 
Government, seems reasonable, by order in writing— 

(a) prohibit the banking company from receiving 
fresh deposits; 

(3) direct the Reserve Bank to apply under section 88 
for the winding up of the banking company: 

Provided that the Central Government may defer, for 
such period as it may think fit, the passing of an order undnr 
tMs. sub-aection, or cancel or modify any such order, upon such 
jlerms and conditions aa it may think fit to impose. 
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(6) The Central Qovernment may. after giving reasoniMe 
notice to the banking company, publish the rep^ submitted 
by the Reserve Bank or such portion thereof as may appear 
necessaty. 

Notes : 

The proTMionfl of thitt Motion u to inepeotiou can be Uflefnllj oompe* 
red with the correeponding proTuions of tho United Statea Code dealtog 
with the inapeotion of member and reaerre bank* of the Federal BeMrre 
Sjstem. (An outline of the Federal Beeerre Syetem ia given in the notea 
to the Beaerve Bank of India Act, j>oat). Under the US (Jode, Title 12, 
Article 481, the Oomptroller of Cnrrenoy with the approval of the Secre¬ 
tary of the Treasury can appoint examiners to examine member banka 
at least twice in each calendar year and oftener if considered necessary. 
Examination of sliito banks by state authorities may be accepted by the 
Board of Governors of the Federal Beserve System. The examiner can 
administer oaths aud examine officers and agents under oath. The exa¬ 
miner has to make a fall and detailed report to the Oomptroller of 
Cnrrenoy. Examination of national bauka inclndeea examination of the 
athirs of their aftilietos. The Oomptroller of Carrenoy' can publish the 
report of the examiner if the bank within 120 days after notifioatiem d 
recommendations or suggestions of the Comptroller based on such exa¬ 
mination, does not comply with the same to bis satisfaction. The remu¬ 
neration of chief, assistant and reviewing examiners, are paid from asse¬ 
ssments on banks. Under article 482, the salaries of examiners are fixed 
by the Comptroller of Cnrrency and reported to Oongren. The expenses 
of the examination provided in article 481 are assessed npon the banks 
examined in proportion to the various banks. All national banks exerci¬ 
sing fiduciary powers shall be assessed for examinations of snob fiduci¬ 
ary powers end the fee shall b** in proportion to the amonnt of indivi¬ 
dual trust assets under administration and the total bonds and or notes 
outstanding under coi porate bond and or note issues for which the banks 
are acting, as trustees upon the dates of examination. Article 488 lays 
down that federal reserve banks with the approval of the fedeml agent 
or the Board of Governors of the Federal Beserve System may provide 
for special examination of member banks within thair district. The e>- 
penses are in the discretion of tho Board of Qovernon and are assessed 
upon the banks examined. Under article 484 no bank shall be subjeot 
to vieitorial powers other than snob as anthorlsed by law or vested in 
courts of jnstioe. Article 486 lays down that the Board of Governors of 
the Fedenti Beserve System at least once shall enter examination of each 
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f ai wl wen r er baiik and npoo apfdioBtiMi of 10 member beidce the 
Beiivd el OoTereon shall order epacial eaaimnatioa and report ea the 
eondition of anj Federal fUterra jBank< 

^6. Further power and functions of Reserve Bankr^X) 
The Reserve Bank may— 

(a) caution or prohibit banking companies generally 
or any banking company in particular against entering into any 
particular transaction or class of transactions, and general^ 
give advice to any banking company; 

ip) on a request by the companies concerned and 
subject to the provisions of section 45, assist as intermediary 
or otherwise, in proposals for the amalgamation of such bank- 
\ag companies; 

(r) give assistance to any banking company by means 
of the grant of a loan or advance to it under clause (3) of 
section iS of the Reserve Bank of India Act, 1934 (II of 1934); 

{di dtntog the course, or after the completion, of any 
inspectiott of a banking compmiy under section 35, by order in 
writing, require the company— 

(]) to call a meeting of Hs directors for the purpose 
of considering any matter arising in the course of or out of 
such inspection or of meeting an officer of the Reserve Bank 
to discuss any such matter; 

(H) to make, within such time as may be specified 
in the order, such changes in its management as the Reserve 
Bknk may consider necessary in consequence of the state of 
affairs disclosed during or by the inspection. 

(2) The Reserve Bank shall midce an annual report to the 
Central Qcwemment on the trend and progress of bafdiing in 
Ifie country, with particular reference to its activities undtf 
dliutse (2) of section 17 of the Reserve Bank of India Act, 1934, 
includii^ in such report its suggestions, if any, for the streng- 
tbening of banking business throughout the countiy. 

(3) The Reserve Bank may appoint such staff at such pla«> 
see as it consider s necessary for the scretbiy of th« feturna^ 



68 


9ft ] lIlM BaaMing Cknapaiilea JM, 1940. 

statemontt and informal furnished fay banting companiea 
under this Act, and generally to ensure the efficient petform- 
ance oif its functions tuder this Act. 

Notes : 

Thera ate alight dirtefanoea between r. 11 ot the Pakistan Banking 
Oonpaniea Oontiol Aot S2 af lt)48 and the the preaeni aeetien. Under 
8. 11 (1) (b) of the Pakistan Act the Stale Bank nay require Banking 
Uompani^a to take or refrain from taking ruoh action as it thinks Ht. 
There is no corresponding provision in the Indian Act. There is no 
provision in the Pakistan Aot corresponding to s. 86 (li(e)of the Indian 
Act. There is also slight difference between ihe phraseology of I. 36 (1) 
(d) of the Indian Act and h. 11 fl) (d) of the Pakistan Act. An order 
under a. 36 (1) (,*!} of the Pakiitan Act ooutrmplates contpiotion of tibe 
inspection before an order under the section can be mode. S. 86 (Ij (d) 
(ii) reidR ' In ooiiseqnrnce of the state of affairH disclosed during or by 
inspeotion. ' While the language of s. 11 (1) (d) is ' in consequence of 
inspection ’ This section traverses highly controversial and debatable ground 
and lays down rules which might not at all be liked by banking oonoems. 
It gives the lleserve Bank wide powers of interveution in the activities of 
banks. Orest care should be takea in applying the section as otherwise 
irreparable iujury might be done to clients or hanks by a capricious 
exercise of the powers conferred by it. If it becoms known that the Keserve 
Bank has taken action against a particular bank there may be panic 
among the olirnts and <IeiM>sitorg of that iiarttcnlar bank though it is 
absolutely unjustified. The vesting of the disciution in such matters in 
the executive authority and making it final by shutting out an appeal 
to the Courts is a provision of doubtful value. It is also debatable who* 
ther the advantages to be gained from clothing the exenctive authority 
with such inquisitorial powers luoro than couuteibalance the iaoonvenie> 
Does and annoyance which may arise as a result of the consequent uncer¬ 
tainty not only among banks but among olieuts as well. 

PART HI. 

Suspension or business and windino up op Banking 

G^mpanics. 

37. SuspenUon of (I) The Court may on the 

appHcation of a banking company which is temporarily tmid)le 
to meet its obligations make an order (a copy of which it shall 
cause to be forwarded to the Reserve Bank) staying the com* 
mencenent op eontlnuance of all actions and preoeedtogs against 
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the company for a fixed period of time on such terms and 
oon^hms as it shall think fit and ptx>per, and may from time 
to time extend the period so however that the total period of 
moratorium shall not exceed six months in alt. 

(2) No such application shall be maintainable unless it is 
accompanied by a report of the Reserve Bank indicating that 
in the opinion of the Reserve Bank the banking company will 
be able to pay its debts if the application is granted *. 

Provided that the Court may, for sufficient reasons, grant 
relief under this section even if the application is not accom¬ 
panied by such report and where such relief is granted, the 
Court shall call for a report from the Reserve Bank on the 
affairs of the banking company, on receipt of which it may 
either rescind any order already passed or pass such further 
orders thereon as may be just ond proper in the circumstances. 

Notes : 

Suft-S (9): The Court maj grunt the rebel proncionally and then call 
for a report from tlie ReRerrn Benk. If the report ie untaTonrable the 
Court maj oauoel the relief nlread 7 granted. Aa the AUahahbad High 
Court has laid down in Btmarm Bank it was never the intention 

of the legislature in euactiug a. S77-N of the Indian Companies Aot 
(whioli has been reenacted as the pieseiit lei'tion; that a company in uu 
insolvent position should be allowed to uontinne its operations under the 
protection of the Court. The section is not intended to prevent enstoin^ 
ors of an insolvent company from seeking legal remedies against the 
company to which they would otherwise bare been entitled. The following 
recent case where ». 277-N of the Indian Cdtn|ianiea Act (on which the 
present section is baaed) was inteipreted may also be usefully noted.** 
8. S77-N of the Companies Aot itself makes it plaiu that an order for 
mofutenum can be made only in the case of a bauking company which 
tfi temporarily unable to meet its obligations. It must be estsblUbed to 
the satisfaction of the court that the diffioolties can be got over. The 
section is not intended to refer to oases where the bank requires a long 
period within which to pay up its creditors and where the situation is 
snob that the bank in order to meet its creditors will have to roaliee most 
if not ell of its assets. The section provides that the application is not 

(46) . (lOSO) AU 1009 alLR (1889) All 988aAlB (1989) All J96.' 

(47) . 1«E» AMiJb of CalcnUa ltd S8 OWN IM (Per Okntffh J ) 
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maintaiaablfl «al«»s aooompMiied by the repori of the RegiMm. Tb* 
object of obtaining the report ii that the Begistrar ■hoold esemine eod 
inform the Ooert of the financial position of the company. The conrt 
mtiflt liaTe before it the resnlt of an inde|>endent examination and a 
report such as rrill satisfy it that the company's diffionlties ara temper* 
ary only and sneh as will be overcome if sometime is given. (The present 
section in practically oonched in the same langnage as that employed 
in B, 277'N of the Companies Act vhioh bas been repealed, with this 
difference that nnder the repealed section the application for morotcrtum 
bad to be accompanied by the report of the Begistrar and now it has to 
be accompanied by a report of the Besetve Bank). 

38, Winding up by Court,—{\) Without prejudice to the 
provisions contained in section 162 or section 271 of the Indian 
Companies Act, 1913 (VII of 1913), and without prejudice to 
its powers under section 37, the Court shall order the winding 
up of a banking company if it is unable to pay its debts and 
the Court shall also order the winding up of a banking com 
pany if the Reserve Bank applies in this behalf to the Court. 

(2) The Reserve Bank may make an application under this 
section only if it is directed so to do by order under clause (6) 
of sub-section (4) of section 35 or If the banking company has 
failed to comply within due time with the demand contained in 
a notice under sub-section (5) of section 46. 

(3) Without prejudice to the provisions contained in section 
163 of the Indian Companies Act, 1913 (Vll of 1913), a banking 
company shall be deemed to be unable to pay its debts if it has 
refused to meet any lawful demand for payment made at any 
of its offices or branches within two working days if such demand 
is made at a place where there is an office, branch or agency 
of the Reserve Bank, or within five working days if such demand 
is made elsewhere, and if the Reserve Bank certifies in writing 
that the banking company is unable to pay its debts. 

(4) A copy of every application by the Reserve Bank under 
sub-section (1) shall be sent by the Reserve Bank to the re^trar 

Noi ^;— 

Biib-S (2): If the Oentrsl Govarnmeak dinoks the Reserve Beak ko 
apply for wiadingap the oompMuy or if tba banking oomjpaay faila (o 
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eottplj wiih the prorlaions of m. S4 nod fi8 eren after being required 
bj notbe eerred on it by the Beaerre Bank to do so, tiie Reserve Beak 
BMty apply to the Conrt for the vindingnp of the banking oompany. 

Aib-S <6): 'Be/uani to meet any lauded DmandPayment: Mean¬ 
ing'. There is plenty of authority for the viow that the nonpayment by a 
company of a debt about which there ia diepiite and which the oompany 
hooeetly thinks it is not bound to pay will not bring the company within 
the description of a compny which *i8 unable to pay its debts/ Courts 
will never allow creditors to invoke the assistance of the Companies Act 
for the payment of their debts, Were the law otherwise all sorts of 
fictitious and blackmailing actions might be raised against a oompany 
Mid payment extorted from it under thraals of shattering its credit and 
impeding its operations by applying to the court for a windingnp order.** 
The oourt will never allow a petitioner to bring the pressure of ios* 
olvenoy proceedings to bear upon the oom|>any in order to make it pay 
cheaply and expeditiously a heavy debt whioh it desires to dispute in 
the civil courts and be a party to one of tbe worsit ahnses to whioh the 
windingnp sections of the Companies Act eonld be perverted. If the 
debt is hone^ide oontested and there is no evidence other than uoiMtomp- 
Uanoe with the ataiutory notioe to show that tha oompany is insolvent 
and the cempuy denies its in 8 olven< 7 ' the windingup petition should be 
dismissed. Two recent and interesting cases whioh forcibly illustrate 
the above iopio, one Indian and tho other English, may be noticed. The 
Indian case is the case of Ooimbaton Tramport Ltd v Oovamor Oenend 
in CowneU >> decided by tlio Madras High Conrt. In that ease the Coi> 
mbatora Transport Ltd WM liable to pay over Bs 8,00,000 in respect of 
inoometax, supertax, and exoessproEit tax for the years 1041-42 and 1942- 
1948. The Inoometax ofiioer. Special Circle Coimi>atore, filed a petition 
tor windingnp the company. Clark J found that the company was enable 
to pay its debts and after making a windingnp order directed that it 
should be stayed for a week. If during the week peonri<y in the shape of 

(48) . P£ JDoramoami iytr v Comibatore fiS N Ltd. AIU (1929; 
Had 206-106 IC 428. 

(49) . Mr Kennedy District Judge in TuUkidta LaUedthai v BAonrik* 
hand Cotton JfiZb (1915) 89 Bom. 47 a 16 Bom LB 692 (in the lower conrt). 

(60) . Beaman J In 89 Bom 47 (on appeal). 

(61) . leen Lamion 'k Paris Banking Oorpnraiion (1875) 19 Bq 444. 
Sm also Cempemy v HomesAuw AIB (1929) Gal 1004 a 23 CWH 844 
and Tfkom Ohand v EarnhGhandra AIK (1929) Lah OSlaXLB 10 
lih 86a 11 LU 289 a 117 10 78. 

AIB (1949) Mad 78. 
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OoTemmeot paper for tihe amoimt of taxes due wM depoiited in Cottrt, 
then the application vas ordered to he dismissed irith no order as to costs. 
Otherwise the windingnp order was to stand. The company retneed to 
inmish the secnrity and appealed afiaiiist the whidingnp order. fia|atoa> 
nnar OOJ ft Satyanarayana Bao J dismissed the appeal with ooets. Ha 
jamannar OCJ distinguished the case from one where the payment of 
a debt was disputed ^According to the law and this is not dfepnted by Or 
John the Inoometax antiiorities are entitled to nfeoTm the amoont aiSe* 
ssed by tbmn though an appeal or reference is pending hi respect cf 
the asscssmml and the amount could be rpoovered by ooercire process. 
This is not Ihereforo a oase where the petitioner had to establish hia cl¬ 
aim in a oonrt of law i>efoTe ha eonid proceed to renovarthe amoont dne. 
This is also not a case in which the only ground of insolTency alleged 
is noneomplianco with the statutory notice nnder s 168 (1) of the Aot. 
We have fnnud that it has been established that the company Is 
nnuble to pay i*b debts. 'Bajamannar OCJ also distingni^hrd Bourn v 
Hope Life Insurance <4 Ouaravtee Oo >8 ar a ease based on the special 
circnmstanO's of that cage which were not present here. In Bowe^e edm 
the petition for windingnp was ordered to stand over on the conlpany 
undertaking to file a bill to impeach the judgment on which the petit* 
ion was based. The court was not satisfied srith the genuineness or 
Talidity of the debt on which the windingnp petition wss based. Rs* 
jamannar OCJ indhated that if the company was willing to furnish 
security to the Mtti-faetion of the conrt for the amonnt of the taxes dne, 
the court might be dispos'-d to postpone the operation of the windingnp 
order tilt tlie validity of the assessments was finally detoimined. Bat the 
company found it impossible to famish any snch secnrity and the conrt 
held that that there was no ground on which It Cenid postpone the 
windingnp proceedings. The Engl’sh case is that of Re Webh Bridt 
In^ueirtea Ltd 8s la that oase the petitioner issued on 18-S-40 a writ in 
the King's Bench Division for the recovery of certain snms a>lvaa.>ed by 
him to the company and on 9-4 46 he presented in the county oonrt h 
poiitioD for the windingnp of the company on the |(rcnnd that it was unMhIe 
to |>ay ite debts. On a summons for judgment nbder RSC. Order 14, in 
the King's Bench action the registrar made an order on 86-4*46 giring 
the company uneonditioBal leave to defend. When the petition Came on 
for hearing the county oonrt judge fonnd On the e^tdspos before hits 
that the debt was owing and that the company could not pay Its dbbis 
and he mode k windingnp order. The company appealed fitnn ihe older. 

889w85 LJ Ch 574. 

(64). (1946) 2 All Ea 197. 
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It i*as eontosded that tlie judges should hsTO dismissed the petition heea- 
Uie the order of the registrar giving unconditional leave to defend the 
aotion for repayment of the debt was itself conoIu«ive of the foot that 
there was a bcmalide dispute and windingnp proceedings were not the 
appropriate procedure for dealing with disputed debts. The Court of Appt-al 
(Lord Oreene MB. Horton &, Tucker UJ) di>i»isBed the appeaL Lord 
Green MB in his judgment quoted the following pa<i*age bearing on the 
topie from BuekUjf Oompainie$ Aiott tilth ed. pp. 856-3.'i7) with approval: 
*A windingnp petition is not a legitimate means of •■eeking to eoforoe 
payment of a debt which is bonafide disputed the company. A petition 
presented estensibty for a windingnp order bat really to exercise pressure 
will be dismissed and under circumstances may be stigmatised os a scand* 
alone abuse of the process of the court. Some years ago petitions founded 
on disputed debts were directed to stand over till the debt was established 
by aotion. If however there was no reason to believe that the debt if established 
wonld not be paid, the petition was diimissod. The modern practice has 
been to dismiss the petitions. But of course if the debt is not disputed on 
some substantial ground the court may decide it on the petition and make 
the order. *Lord Qreene MB went on to observe farther thus:’ I cannot 
accept the proposition that merely because unconditional leave to defend 
is given that of itself must be taken as establishing that there is a bona- 
fiSk dispute or that there is some substantial ground of defence. The fact 
that such an order is made is no doubt a matter which tbe wiodingup 
court will take into consideration and to which the windingnp court will in 
due oonrse pay respect but 1 cannot regard it as in any wav precluding 
a windingup judge from going into the matter himself on the evidence before 
him and considering whether or not the dispute is a bonafide dispute or 
putting it in another way whether or not there is some sobitantiul ground 
for defending the notion. An order of oonrse can be made under BSC, 
Onler 14, giving nneonditional leave to defend on grounds which foil 
for short of tbe establishment of a aubstantfol ground of defence to the 
satisfaction of the registrar or the master as the owe may be. He may 
find that there ia a keen dispute between the paities and he may find 
that on tbe facts before him it would not be pi <i|)pr or just to treat that 
issue as one which he is capable of deoiding-wbelher it is bonaJUk or 
not-and he may accordingly say: 'The facts allegwl are qnile consistent 
with it beiDg bomafiie dispute; 1 need not go oo for as to find that is 
a bomafii$ dispute, but 1 think that there ought to be leave to defend. 
'Aoooidingly in the windingnp oourt it seems to me that it must be 
eampeteni for tho judge in spite of tha foot that nneonditional leave to 
dcfsiid has been granted to go into tbe evidenoe which is in fact before 
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him.But looking at the eyidence which was before him I am bound 

to hay that io Uie present case eo far from differing from the view whioh 
he quite clearly took that this debt was owiog, 1 find it difficult to see 
on what ground he could have found the contrary, in other words^ not 
merely am 1 unable to say that there was no eyidenoe before him on 
which he could find as he did, but I find it difficult to see what evidence 
there was before him which would have juAtified him in finding the 
contrary. The affidavit npon which unoonditiooal leave to defend was 
obtained was not put before him. 'Lord Greene MB proceeded to deal 
with the ca'-e of the contpaiiy aa set out by MB Marshall the secretary 
and director of the company which was that the petitioner was one of 
the promoters and it was arranged that he should finance the company 
until it took over some specified property and became selfsupporting. The 
implication was that the petitioner was to finance the company by way 
of an advance and the company's obligation to repay was to be deferred 
to some future date. Dismissing this plea as worthless the Master of the 
Rolls observedi ^If there was any substance in the argument that the 
company was entitled to some lime or indalgenoe before it was to be called 
n[ion to pay and there were documents to that effect, it would have 
been the easiest thing for him (Marshall) to produce them—*It was iu 
my opinioo competent for him (the county court judge) to consider that 
issue and to examine the question of whether or not a debt was owing. 
He did examine the qne^’tion whether a debt was owing and in doing so 
be most have considered the question as to whether on the evidence before 
him there was any kind of substance in the defence pnt forward. He must 
have held that there was no substance In it and I am not surprisad that 
he did BO. Dealing with the alternative ground for the appeal namely 
that the petitioner bad failed to establish that the company was unablo 
to pay its debts the Master of the Bolls observed: ' The inability to pay 
debts or ability to pay debts is a question of fact for the judge and there 
was ample evidence in my opinion on which he could find that the 
company was unable to pay its debts. Counsel for the company was 
impressed by the difficnlties in which he fonnd himself on that matter 
ami he very properly conceded that judge bad found that the Oomtia&y 
was insolvent and that he (counsel) could not contend that there was no 
evUeuoe upon which he could so find. That matter therefore disappears 
from the case. In the result the appeal fails sud must be dismissed.* The 
giving oI the leave to defend merely means that in the opinion of the 
registrar there was a fair probability that the company had h 
^t>uct/8cis defence. It cannot operate as a bar to the county court judge 
iinding that there was no hona/sds diapute aa to the debt at all. The 





refineventa introdveed into Ihis branch of the law bj the Counhotora 
fnmi^fori aompony 9am** and the Wtbk Brisk Induttriu oam** may be 
enmnied np thno: Bcfniel to pay inoometaa eetiesFmeut of the part of an 
aBteMee who bat appealed to the looometax Tribunal from the asseeament 
will tender the aiteBBee company liable to be wound up on the gronnd 
of ita inability to pay its debH The Couit in iho Madrua case has 
praotically held that monies which the subject owes to the Crown wbe* 
feher it be iuoomeiax as in the Madras o >Be (or poaaibly laud revenue to 
which also a similar principle should apply lagio.illy, or oron customs 
dnc-») cannot he called disputed debts though the bubjeut coutesis his 
lability to pay those sums before the proper tribauals which may not be 
coarts of law. With respect it is submitted that the distinction bc'tween 
claims which have to be established before courts of law and those which 
haya to be esiabli?hed before admiiiisiratire tnbunaU is somewhat artificial. 
If a debt which is contested before a court of law on a substantial grond 
is a disputed debt precluding the making up ot a windingup order Go>er* 
nment dues which are challengeJ before administratire tribunals come 
eq[ually within tiie elassifioation of disputed debts. The other ground on 
whioh the Madras judgment was based, namely tliat the trial judgt had 
fonnd fiom other independent evidence that the company was unable io 
pay its d^bts and that the appellate oonrt iound no valid reason for inter* 
fering with his finding, IS unexceptionable. The WdthBriok earn** has loaded 
the dioe,if one might say so with respect, slightly in favour of creditors as sga* 
inst eompanie*. Companies in order to ward off windingup orders have now to 
jnrove not only that they bonad/ide dispute the debt which is alleged to be owing 
from them, but also (hat they have substantial grounds to back np such 
defence. This is a gloss on the previous law for which there is no autbo- 
ri|y save that of BoMny which is quoted in the judgment ol the Master 
of the Bolls. The phrase 'refused to meet any lawfnl demand for 
payment' in s. 8b is very wide and would inolnde demands by creditors,, 
^poaitors, sharholders, and even by strangers, for example a 
person who holds a cheque drawn on the bank. The refusal must be 
nnoenditional. If it is conditional a banking company will perhaps not 
come witliin the misobief of the section. For example suppose a person having a 
deposit in a bank dies before it matures. The bank may refuse 
payment of tbq amount dne under it to his heir unless he produoes satis* 
factory evidence that he is the heir of the deceased. The bank’s refusal to pay 
eneept under tlie above conditions will not render it liable to be proceeded 
against nnder snb-s (8). A banking company's inability to pay its debts 
can be proved la three ways: (i) fijy nonoompliance with the etatntory 
Mthse gjiven nigder s. (1) (i) of the Companiae Act; (ii) its refusal 



Seo. 48 ] The Banking Companies Ao^ 1940. el 

to meet any kiwfnl demand for pnyment within two dnya eto proTitlod 
the B’-aerTe Bank ot^lie^ that it is unable to pay its debts (iii) B; otlier 
eTidenoe under s. 168 0) (iii). 

39 Reserve Bank to be official Notwithstand* 

ing anything contained in section 175 of the Indian Companies 
Act, 1913 (VII of 1913), where in any proceeding for the win¬ 
ding up by the Court of a banking company, an application is 
made by the Keserve Bank in this behalf, the Reserve Bank 
shall be appointed as the official liquidator of the banking 
company in such proceeding. 

Notes: 

The Canadian Bankon* Association is a semioflioial regulatory body. 
If a bank is found to be insolvent the assouiatioii may place a curator 
ill charge of its alfairs to rettoie it to solvency or to liquidate it. This 
seolion con be coinpired with s. 13 of the i’akislan Banking Comianies 
Conti ol Act 22 of 1348. 

40. Stay of Notwithstanding anything to the 

contrary contained in section 173 of the Indian Companies Act, 
1913 (VII of 1913;, the Court shall not make any order staying 
the proceedings in relation to the winding up of a banking 
campany, unless the Court is satisfied that an arrangement has 
been made whereby the company can pay its depositors in full 
as their claims accrue. 

41. Report n/Notwithstanding anything to the 
contrary contained in section 177B of the Indian Companies 
Act. I9i3 (VII of 1913), where a winding up order is made In 
respect of a banking company, the official liquidator shall submit 
a preliminaiy report to the Court within two months from the 
date of the order giving the information required by that section 
so far as it is available to him, to enable the Ccmrt to order 
the payment of a preliminary dividend if sufficient assets are 
available. 

42. Power to dispense with meetings of creditors, etc.-— 
Notwithstanding anything to the contrary contained in sections 
I78A and 183 of the Indian (kimpanies Act, 1913 (VII of 1913), 
ihe Court may in the proceedings for winding up a bankbig 
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company dispense with any meetings of creditors or contributo* 
ries or with the appointment of a committee of inspection if it 
considers that no object will be secured thereby sufficient to 
justify the delay and expense. 

43. Booked depositors' credits to be deemed proved. —^Not¬ 
withstanding anything to the contrary contained in section 191 
of the Indian Companies Act, 1913 (Vll of 1913), the Court 
shall presume that the amounts shown in the books of a ban¬ 
king company as standing to the credit of depositors are proved 
without requiring further proof from the depositors concerned 
unless the official liquidator shows that there is reason for 
doubting any particular entry. 

44. Restriction on voluntary wuuiing i^.—Notwithstanding 
anything to the contraty contained in section 203 of the Indian 
Companies Act, 1913 (Vll of 1913), no banking company which 
holds a licence granted under section 22 may be voluntarily 
wound up unless the Reserve Bank certifies in writing that the 
company is able to pay in full all its debts to its creditors as 
they accrue, and without preju^e to the provisions contained 
in sections 218 and 220 of that Act, the Court shall, on the 
application of the Reserve Bank, order the winding up of the 
company by the Court if at any stage during the voluntary 
winding up proceedings the company is not able to meet such 
debts as they accrue. 

Notes: 

Tbl> aeetion does not apply to eristing banking companies wbioh 
have applied for lieenoe and have not been serred with a notiee under 
proviso S to s. 12 (2). 

45. Restriction on amalgamation etc. —Notwithstanding 
anything contained in any law for the time being in force*— 

(a) no Court shall sanction a compromise or arrangement 
between a banking company and its creditors or any class of 
them or between such company and its members or any class 
of them, unless the compromise or arrangement Is certified by 
the Reserve Bank as not being detrimental to the Interests of 
the depositors of such company, and 
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(jb) no bankingr company shall enter into any agreement 
or arrangement for, or be a party to. any scheme for the 
amalgamation of such company with any other banking com* 
pany without the previous sanction in writing of the Reserve 
Bank. 

Notes t 

Compare with a. 14 of the Pakistan Banking Companisa Control 
Aot 22 of 1948. 


PART IV. 

MiaciLLAiriouB 

46. Penalties~~(\) Whoever in any return, balance*sheet 
or other document required by or under or for the purposes of 
any provision of this Act, wilfully makes a statement which Is 
false in any material particular, knowing it to be false, or wil¬ 
fully omits to make a material statement, shall be punishable 
with imprisonment for a term which may extend to three years 
and shall also be liable to fine. 

(2) If any person fails to produce any book, account or 
other document or to furnish any statement or information 
which under sub-section (2) of section 35 it is his duty to produce 
or furnish or to answer any question relating to the business 
of a banking company which he is asked by an officer making 
an inspection under that section, he shall be punishable with a 
fine which may extend to five hundred rupees in respect of 
each offence, and if he persists in such refusal, to a further 
fine which may extend to fifty rupees for every day during 
which the offence continues. 

(3) If any deposits are received by a banking company in 
contravention of an order under clause (a) of sub-section (4) 
of section 35, ever)' director or other officer of the banking 
company, unless he proves that the contravention took place 
without his knowledge or that he exercised all due diligence 
to prevent it, shall be deemed to be guilty of such contraven¬ 
tion and shall bo punishable with a fins which may extend to 
twice the amount of the deposits so received. 
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(4) If any othar provision of this Act is contravened, or if 
any default is made in complying with any requirement of this 
Act or of any order made thereunder, every director and Other 
officer of the banking company who is knowingly a party to 
the contravention or defauit shall be punishable with a fine 
not exceeding five hundred rupees, and where the contraven¬ 
tion or default is a continuing one witli a futher fine not excee¬ 
ding fifty rupees for every day during which it continues. 

(5) Without prejudice to the provisions of sub-section. (4), 
if any banking company fails to comply with the provisions of 
section 24 or section 25, the Reserve Bank shall by notice in 
writing make a demand on the banking company to comply 
with the said provisions within thirty days from the receipt of 
the notice, and if the banking company fails so to do, the 
Reserve Bank may apply under section 38 for the winding up 
(A the banking company. 

Notes:— 

Snb-S (1^: This wotioD can be compared asefnily with S. 98S of 
the Indian CompanieB Act and b. 15 of the Fakintan Banking CompanuB 
Control Act 2S of 1948. S. 288 refers to 'return, report, eertifleiate, hal- 
ancesheet or other document* while the present section rrfers to return 
haUneesheet or other document. In the present section wilfally omitting 
to make a material statement is also punishable which is not the ease 
under s. S82. There is no provivion in the Fakietan Act oorrepsonding 
to nub olau<-eB (2) end (8) of s. 46 of the In Han Act. S. 16 (4) of the 
Faki»tnn Act differs considerably from b, 46 ('■). Under th: Pakistan 
Act the Stste Bank can by notice in writing call on a hankieg company 
to comply with the re^nirSmonts of the A<‘t or with any rules made 
under the Aot. Under the s. 46 (6) the ile.erTe Bank can only enforce 
complianee only with the prorisious of ss. 24 and 26. 

making a stotment fobs m any material pa/rHtutair': 
Mtem im fi tf' In Baidymalh Bisunu v ffmpsrorns after the corap my 
bad began to earn rerenne, current expenditure had been debited to 
organisation osponaes when it ought to have been debited in Tevenne 
aeoouots in the balaneesheet. Lord Williams A Jack JJ held there was 
a wilful false statement and that it was not necessary that the statement 
should be t-noh as to deoeire anyone, or that it should be dishonestly 

< 66 ). AIB ^935) CaL 741-169 lU 686987 Cr LJ llA ^ 
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nade. This teotioo oorrepsonds wlfch ■. 84 of the Lardeay Aot <14 dc IB 
Viet. 0. 88) nnder wbioh it ii an offence fot a maaager^ diteeti* 
etc to 'make, circnlate etc any written atatement whiob he iball 
know to be false in any material particular with intent to deoeive or 
defraud any member, sbsiehoUer elu.' In Kylaant't eats BO the prorpeetui 
cuntaineii tbe true etatemeut namely that in every year between 1921 
and 1927 tl.e com | any had [)sid dividends. In fact during these years 
tbe company had inoniied trading losses and was able to pay 
dividend only by the introduction into the aceonni-t of noiHreenrriug 
items sneb as the payment of esuessprofiia daty, adjustment ef 
incometax reserves etc. No disclosure was made of the trading losses. 
Held the prospectus was false because if the facts had been revealed no 
man of sense would have put his money into the scheme, A halftrnlhit 
no better than a dowuiight falsehood. In 8M Bom v Emperor in 
Noreniher 1919 the accused sent to tbs registrar the proapeotus* meme- 
randuni and articles of a p^opo^cd company and from those it appeared 
that f.ve persons had consented to become directors snd had nudertekea 
to tako a certain number of shares. The acen^ed on 10-9-80 filed a 
declaration with the registrar stating tliat every director had paid the 
necessary sum with the oliject of inducing the registrar to grout permh 
■sion to the company to commence hnsinoas. Two of the direoton had 
done nothing towards fulfilling the undertaking and the aoeused wea 
held guilty nnder s. 288 and it was held to be no deft^ace to urge ihel 
in law the two dinetors who had failel to carry ont their nnileraikiag 
had ceased to he directors and that therefore the declaration filed by 
the Boensed oonld not ndcr to then, tnlin Chantl'>n v Snapsiw vtwai 
a peooliur cam. In that cam a film B of which JL was a lae- 
mber took over the managing agency of a company from another firm 
D. A had lent to the com) any various sums of money and in nspeot of 
ihose advances nn agreement had been entered between th^ eomiany, 
the then managing agent", and A by whioli company undertook lo execute 
in favour of d a mortgage within a oertain period. A clanse provided 
that if the company failed or neglecled to apply for or to soonro the 
sanction of the Local GoTeinment to ercato a mortgage within tlw lime 
stipnlatrd the mortgagee would be entiU<d to call for imniediaio repaym¬ 
ent of the whole amonnt. In fact however no application was mod# t» 
the Qovenunent for sanction nor was any mortgage ever CKeoatad. lu 
1944 a balanoesheet was published which oontaioed an ehtoy to the 4*i4» 

^0). R V Kyltani (Lord) (1982) 1 KB 448. 

(57) . AIR (W24) AH 814*46 AU 218*28 AU 88*77 10 886. 

(58) . AIB (1948) Cal 190. 
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owing eitfot: ‘Loans leenred on the first mortgage of all the propertiee 
and nndertakings Be. 78000.' A was proseonted under a. 282 Companies Aot 
for making a false statement. Holding that mensrea a necessary 
element of the offenee under s. 282, ChnkraTarti J obsorred: 'There was 
an agreement to the mortgage dated 1-1-39 and althongb that document 
gave the mortgagee an option to call ior the immediate payment of the 
entire sum if the company did not obtain the sanoiton of the QoTernment 
within the time stipelated, it did not make it binding on him to do so. 
It appears that he could yet insist on the execution of the mortgage. 
The loan bore seems to be of an intermediate variety which could not 
properly and correctly be described either as a seoured or nn unsecured 
loan. It was therefore a ease in which it was wholly impoEsible to conform 
Strictly to Form F set ont in the Companies Aot. In this state of facts 
the question we have to ask ourselves is, can it ho •■aid that the statem* 
ent contained in the balanoesheet was false and known to be false ? In 
our opinion on the special fac's of the case the answer must be in the 
negative ...Be that as it may it appears that the langnage used by s. 283 
itself does import an element of mmarea when it speaks of the relevant 
statement being known to be fal<.o...HaviDg regal'd to the somewhat 
anomaloos charseter of the loan which was not secured by any formal 
deed of mortgage hut which was yet entitled to come to be so secured 
If the mortgagee insisted on the fulfillment of the agreement, it appears to 
us that the appellant cannot be said to have known the description to 
be false. 

Beferenoe may be made in this connection to the draft statement 
supplied by his office to the andtlors in which he stated in quits a corr* 
eet and straghtforward manner that the loan was nnseonnd and that 
it had been advanced aa over the two Bgreement*>. If on that iuformadon 
the anditors described the loan in the balancesiieet as ^secured* and the 
appellant signid that doenment he accepted a description which was 
hardly more inapproppriate than the description 'nujeenred* would have 
been'. The learned judge also quoted the follwoing )»a^Bags from the 
Privy Council in Srininas UoU v Emperor. ' Unless a statute by itself 
or by necessai-y implication rules ont mewna as a constituent part of 
a crime a parson should not be found guilty of an offence against the 
criminal law unless he has got a gnilty mind.* Cbakravarti J disapproved 
of the observations of CunUffe J in SuperimtenieiU A Bmimbraineer cjf 
Legal Affaire Bengal v AUtila Bandhu, where Ounliffs J held that 

(bO), 61 (JWN 9009Alll (1947) FO l»6s26 Fat 4b0. 

(00). 40 OWN l:i4aAIR (1986) Cal OSOwILB (1987) 1 Cal 828 
mlOO 10 103b 88 CrU 161. 
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menma was irreleTaafe for an offanoe under a. 183 Companies Act 

Unless there are false statements in the balanceHiheets of material 
particulars wilfully made by the auditor and the directors knowing them 
to bo false they cannot be held guilty of an offence under S. 3182 of 
the Companies Act. The duty of an auditor is verification and not dire¬ 
ction. An auditor has nothing to do with the prudence or imprudence of 
making loans with or without security. He must of course take care 
that he does not bring into the balance-sheet at a face value a debt 
that is not a good one. 

One cannot attiibute any wilful negligence or dishonesty to direct^ 
ors who are men of position and responsibility if they depend upon and 
trust the permanent officials and the* managing director of the oompany so 
far working of the company is concerned in signing the balanoe-sheets. 
Unless the prosecution shows malafide or want of good faith on the part 
of the directors or auditors they cannot he held to be criminally liable. 
(Ooviiida Menon) Naieean. In re. (1949; M. W. N. 176.(1949) 1 M. L. J. 438. 

Proeeoviiion by a Vrivate ComjiainarAi 'Whether \alidi 

This topic has given rise to much controversy and there are two 
sets of decisions one upholding the validity of prosecutions by private 
individuals and the dher holding the other way. Emperor v Yiehvoamaltk 
is an example of the former class.Similarly in Swrmdra t; Kolipada^^ 
lienderson & Akram JJ icfuFcd to draw any Inferenoe from the absence in the 
ludian Act of a provision corresponding to s. 8G8 of the Engli^h Companiea 
Act li;29. ^At any rate in the aJbeenoe of any specific provision in the 
Act itself we cannot infer from the mere omission of a similar provis* 
ion in the Indian Act that the intention of the legislature was to bar 
private prosecutions. *Qanpat Eai v Emperor^ ^ illustrates the opposite 
point of view. In this recent case Marten J of the Lihoro High Court 
has held that the Regulation of 1910 issued by the Punjab Qovernmtiit 
under s. 220 Companies Act which vests power to institute prosecutions 
in the registrar is valid even after the Adaptation of Indian Laws Order 
1937 was passed. A prosecution under s. 282 Companies Act against an 
officer of the company by a private individual who has no status in the 


(61) . AIR (1942) Sind 9. 

(62) . AIR (1940) Cal 232. 

(6S). AIR (1948) Lah 80; see also AuMoth QanguU v Wotstm AIR 
(1927) Cal 149, Kuppmwami v Emperor AIR (1928) Mad 389 and 
P^ror V Mahomed AIR (1933) Sind 825 taking a similar view. 
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eeinpaDj is inTslid. The modifloattoos brongkii sboei In exiskioR Indian 
laws bj the Qoveriiment of India (Aiiapfcatlon of Indian Laws) Order 
1987 do not render invalid any regntation eto duly made or issued 
before the commencement of that oiiler and any regulation so made or 
Issned can only be revoked by the competent anlhorily. The regulation 
in qaealion has never been revoked either by the Cintrul or Pruvinctal 
Government* Therefore the Regul«tion is in foil foree. Marten J di-tingn* 
Ished the Madias ruling of JfutAu Veeran Cheltiar v Mottayan CAettutv.** 
The Madras regnlation did not resitioi the power to institute (iroseoa- 
tioDs under the Act. It merely laid down that when it wan fonnd nece* 
asary to eaforce the penal firovisions of the Act against any oonipany 
the registrar shall request the Govemmtnt solicitor if the registered office 
of tho company In default is situated at Madras, nr in other caNe* the 
magistrats of the district in which tho registered office oi the company 
situated to tahe the necessary eteps. Marten J referred with approv.il to 
the Punjab ease of Emperor v SAivdoa^s where it vas held that where 
by any law or regulation aeinain person only is authoiised to complain 
about a partionlar offence, tbo proeeedings of a magistrate based on a 
complaint relating to that oifence made by any unauthorised person are 
tillni virss and liable to be set aside on revision. ' The Privy ('onncil has 
held in Jfaeir Ahmed v Emperor^* that it is a wellrecognised rule of 
oenftruetiou that wbeie a power is given to do a certain thing in a 
certain way that thing mnst be done in that way or not at all; other 
means of performanoe are necessarily forbidden. ’ 'In iny view therefore 
the complaint by Sobhaa Singh a privateindividnal with no official statns 
in tha company against that company or its officers la invalid. 8. 47 of 
the A«t seems to follow the wording of the Punjab Kegnlaiinn Ss wonid 
appear to bar priviate proseentions. 

Se/yS (4)i 'Qffiaei*: \Sho is; 

The Act contains no definition of 'officet* but tbe definition given 
in 8. 8 (1) (11) of the Companies Act is a guide and may be followed. 
KKficer’ induces any director, managing agent, luanagor or secretary but 
wve in ss. 888, 836 and 887, does not include an auditor. A managing 
agent is aho an oflicer. Bonkers of a eompany are not officers.** A 


(64). AIB (1943) Mad 283 a 208 IG 28. 

(68). 11 Cr U 877 a 8 1C 190. 

(66) . 17 Lab 629aAIB (1936) PC 853 a 68 IA 372 a 185 10 881. 

(67) . Znywriol Ltmd Co Masssitbs (lb70) LB 10 £q 398. 
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flolioitor if aalariedu an officer.^* An andjtor is not an oSioer of the 
GODipaBya** 'The slaintory dffinition has overrnlad feho pr«Tions Tiew 
taken in OamdLv Himalaya that an auditor i^ ao officer. Bro¬ 

kers are nol officers.' 

Trial by High Court of Offenem in fir ( JuafatMC t VaMUy ofi The 
High eonrt canoot as a court of fir^tin^tanoe try penons who hare been 
guilty of offences through violating provisions of the Companies Act. S. 
297 Criminal Procedure Code does not apply and a High Conrt oan try 
in the firi>t instance an ofience under the Act only when the case is 
committed to the High Court under s. 194 (1) Criminal Procedure Code 
or tiansferred under s. 62^6 of the Criminal Procedure Coile.'* 

47. Cognizance of offences. —No Court shad take cogniza¬ 
nce of any offence punishable under section 46 except upon 
complaint in writing made by an officer of the {Reserve Bank 
generally or specially authorised in writing in this behalf by 
the Reserve Bank, and no Court inferior to that of a Presidency 
Magistrate or a Magistrate of the first class shall try any such 
offence. 

Notes ; 

This rection af>pear:< to bar prosecution of offenoes under the Act 
«>n the initiative of omphiints by private individuals. 

48. Application of fines. —A Court imposing any fine under 
this Act may direct that the whole or any part thereof shall be 
applied in or towards payment of the costs of the proceedings, 
or in or towards the rewarding of the person on whose infor¬ 
mation the fine is recovered. 

49. Special provisions for private banking companies.-^T)M 
exemptions, whether express or implied, in favour of a private 

(68) . Aa lAbtratoT Permanent Benefit Building Soeidy (1894) 71 
LT 406. 

(69) . L Hudeon v Official Liguidaior HehmDun Mumoorie Ttomr 

Oo AIR (1929) All 810 s 131 1C 698 a (1980) ALJ 600. 

(70) . (1895) 18 All 137. 

(71) . Thiru^mhata v Vela AIR (1938) Mad 154alLB (1988) Mad 
192 a (1937). 3 MU 830. 

(73). HarUchandra v Kavindra AIR (1986) All 730aTLR (1937) 
AU 320 a (1986) ALJ 1106 a ICC 10 63. 
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company in sections 17, 77, 83B, 86H, 91B, and 91D and sub¬ 
section (5) of section 144 of the Indian Companies Act, 1913 
(VII of 1913), shall not operate in favour of a private company 
which is a banking company. 

50 Certain claims for compensation barred. —^No person 
shall have any right whether in contract or otherwise to any 
compensation for any loss incurred by reason of the operation 
of any of the provisions contained in sections 10 and 16 or by 
reason of the compliance by a banking company with any order 
given to it under sub-clause (u) of clause {d) of sub<-section (1) 
of section 36. 

Notes : 

Compare trilh s. 11(8) of the Pakistan Banking Companies Control 
A'-t 28 of 1943. 

51. Applicatbn of certain provisions to the Imperial Bank 
of India —Without prejudice to the provisions of the Imperial 
Bank of India Act, 1920 (XLVll of 1920), the provisions of 
sections 10, 13 to 17, 19 to 21, 23 to 31, 34 to 48, 50 and 52 
shall also apply, so far as may be, to and in relation to the 
Imperial Bank of India as they apply to and in relation to other 
banking companies. 

52. Power of Central Government to make rules.—[\) The 
Central Government may, after consultation with the Reserve 
Bank, make rules to provide for all matters for which provision 
is necessary or expedient for the purpose of giving effect to 
the provisions of this Act and all such rules shall be published 
in the official Gazette. 

(2) In particular, and without prejudice to the generality 
of the foregoing power, such rules may provide for the details 
to be included in the returns required by this Act and the 
manner in which such returns shall be submitted. 

(3) All rules made under this section shall be 
subject to the condition of previous publication, and the date 
to be specified under clause (3) of section 23 of the General 
Clauses Act, 1897 (X of 1897), shall not be less than six mon¬ 
ths from the date on which the draft to the proposed rules 
was published: 
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Provided that in respect of the first occasion on which 
rules are made under this section, the provisions of this sub¬ 
section shall not apply. 

53. Power to exempt in certain cases .—Central Gove¬ 
rnment may, on the recommendation of the Reserve Bank, 
declare by notification in the official Gazette that any or all of 
the provisions of this Act shall not apply to any banking com¬ 
pany or to any class of banking companies either generally or 
for such period as may be specified. 

Notes : 

Under a nofificaMoti isdued on 16-3-49 the Government of India have 
on ttie ri commendation of the Iteserve Bank granted ctrtain exemptions 
from ihfl proTi>ionB of llie Banking Companies Act 1949 for a period of 
pix montkp. 11 lainkiug companicB are exemptid dnring ihiB p-riod from 
the provjpions of br. lOil) (c) (i) and (li^ and 16, which debtr a bulking 
company from having any director who is a direoor of aiy other biuk- 
ieg company and from being managed by a person who is a director of 
any other company or ii engaged in any other businei'S or vocation. 
Iwelve bankii g companies which are members of the Displaced B.inkg* 
Association liave inoddition been exempted dnring this period from the 
provniom of f. 10(1) (b) (i) in so far as these prohibit tlie employment 
of a person who at any time has been adjndionted insolvent or has sus¬ 
pended I ayment or has compounded with his creditors snd also from the 
provisions of 8. 25 which requires a banking company to keep Bssets in 
India equal to at least 76 percent of its time and demand liabilities 
in India. These exemptions have been allowed to enable the banks so- 
Ificiciit lime to make the necessaiy adjustments for complying with the 
pretoiibed rcqniremonts and also to niitigao the harilBhip4 of the dis- 
plactd bioks. 

54. (I) No suit or other legal proceedings shall be against 
the Central Government, the Resrve Bank or any officer for 
enything which is in good faith done or intended to be done 
in pursuance of this Act. 

(2) Save as otherwise expressly provided by or under this 
Act no Suit or other legal proceedings shall be brought against 
the Central Government, the Reserve Bank or any officer for 
sny damage caused or likely to be caused by anything in good 
faith done or intended to be done in pursuance of this Act, 
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Notes : 

This section can be compared with article 601 of the United States 
Code, Title 12. Under that article the federal reserTc or member bank 
is vnder a liability to certify oheohs when Uie amoant of the deposit is 
adeqaate. In tlie care of federal resenre banks the penalties for di'obedi* 
ence are laid down in s. 248(h), in the case of nonmomber banks the 
penalties are imposed by s. 192 under which proceedings are instltnted 
by the Comptroller of Cnrrency and in the case of other banks the 
penalties are those prescribed by s. 338. Article 602 of the US Code 
Title 12, prorides that shareboldcrs of the {'edoral lleserre Bank shall ba 
individnally respsonstble rateably and equally for all o tntraet«, debts and 
engagements of snoh bank to the extent of (be amount of their sabseri* 
ptions. Article 603 provides that if directors or ofiicers of a member 
bank knowingly violate or perinit any of the agenta, officers, or directors 
of a member bank to violate the provisions of ss. 376, 876, 593, 594, r>96, 
every director and officer participating in or assenting to such violation 
shall be liable in his personal and individnal capacity for all damages 
which the member bank, its shareholders, or any other person have sustai¬ 
ned in consequence of such violation S 64 conferring Immunity on 
officials of the Beserve Bank etc was inserted at the last stage when the 
bill was in Parliament at the instance of the Finance Minister and its 
inolnsion bad aot been recommended by the Select Committee. It came 
in for severe criticism at the bands of members. Mr B Das st itod that 
although the Reserve Bank had been nationalised he could nob agree that 
every official of the Roserve Bank woiked sincerely for the good of the 
country. He questioned the wi-dom of giving them such wide immnctiy 
for their aciion*. As Pandit Ennsrn put it, it was not enough for either 
Sir Homi Modi or the Finance Mini-ter to say that as the bill was of a 
drastic natnre such a danse was necessary, it the bill was to be properly 
worked and that the officials of the Reserve Bank should be given 
immunity. The Finance Minister should tell blie House the spe^al 
reasons which had oompelled him to bring foiward anch an amendment 
at the last stage It was not the oustom even of the previous regime 
even when draatio measares were considered by the legislatnre to confer 
immunity in advance on the officials who might be conoerned with the 
administration of such laws. Usually it had been the plea that sn^h a 
protision was neeeisary only during a war or a rebellion or iu emergen- 
des. But today the National Qovemmont was asking for snoh powers 
assn when the situation was normal. Pandit Kunxm added that they 
sdtld not allow the lihertiss of the people in any respect to bo oompb- 
ta]|y at the messy of any class of fanctmiaries. They were not pnpapsd 
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lo reyi>e their idoas of liberty and rights of the people, to grant eeery 
kind of po>Yer to tho jiret^ent OoTernaieat simply fai>c*aaeie it calls ilself 
national. If they liad a democratic legislature its object must be 
to control tho actiyities of the execabiye. They eonld not haye 
a deroocratio legi»tlataTe with an autocratic execniiye, Ifr. Sitlhwa 
suppoitiug the new clause was surprised at the opposition to the clause 
especially a hen ihete were similar provisions in other statutes like the 
Damodar Valley A<'t. Unless such a provision was made in the Bill tiie 
bill would be meaningless, lie cited the case of a bank at Ajmer now In 
liquidation which had filed a suit against the Reserve Bank and the 
Government of India. Popular criticism on the otherhand had been voiced 
against the Government for sot taking action against the bank earlier in 
the interest of the depositors. Dr. John Mattbai the Finance Minister 
observed that for some time when the Bill was being considered by the 
Select Oommitteo ho himself was in doubt whether it was right or neee- 
Shary to have a provision of the kind. However roforts had been reaching 
him particularly with leference to the working of the Banking Ordinance 
that people wote contemplating bringing suits on frivolous groniids against 
the oflicers who had taken action in pnrsnanee of the Ordinance. He 
had therefore decided that if the House was going to place heavy res* 
ponsibiliiios on the officors it was necessary that they should be prote* 
cted. Otherwise the officers would not rather do anything which would 
lead to embarrassing Cionseqnences. He appreciated the apprehension that 
an officer wlio was a wrongdoer might escape. On tho otherhand it was 
necessary that officers who wore earnest and honest mn»*t receive certain 
amount of ptoteciion while discharging t) eir duties. If that protection was 
not given it would mean that they were not only treating them unfarily 
but were nullifying the provisious of the Act. Unless provisions of the 
kind were made the ezeentive would be rendered completely impetent. 
In view of the widespread apprehension that a provision of this kind may 
in its actual working result in serious abuse be should like to give the 
House an assurance that he would carefnlly watch the working of this 
particular provision in tho light of the disenssion that had taken place 
in the House. If he found that in the actual working oonseqnenoes arose 
of the kind suggo'^tod he would be prepared to reexamine the matter. 

£fttk-S (9): This sub-section refers to acts done by officers etc which 
cause damage while sub—s refers to acts done in good faith by offioers 
which do nob cause damage. In the case of the former kind, of acts suits 
are barred 'save as otherwise expressly provided by the Act. * la the 
case of the latter kind of acts suits are absolutely barred. 

55. Amendment of Act II of 1934.—The Reserve Bank of 
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India Act, 1934 (II of 1934), shall be amended in the manner 
specified in the fourth column of tbe First Schedule and the 
amendments to section 18 thereof as specified in the said Sche¬ 
dule shall be deemed to have had effect on and from the 20th 
day of September, 1947. 

56. Jiepea/s,—(}) The enactments mentioned In the third 
column of the Second Schedule shall be repealed to the extent 
specified in the fourth column thereof. 

(2) Notwithstanding the repeal by this Act of any Ordi¬ 
nance mentioned in the Second Schedule, anything done or any 
action taken, In the exercise of any power confirred by any 
Ordinance so repealed, shall for all purposes be deemed to have 
been done or taken in the exercise cf powers conferred by 
this Act as if this Act had been in force on the day such 
thing was done or such action was taken. 

THE FIRST SCHEDULE. 

(See Section 54) 

Amekduknts. 

Vear. No. Short title. Amendments. 

(1) (2) (3) (4) 

1934 II The Reserve Bank (1) In section 17, to clause 

of India Act, 1934. (I5A), the following shall 

be added, namely;— 

"and under the Banking 
Companies Act, 1949”. 

(2) (a) Section 18 shall be 

renumbered as sub-sec'ion (7) of 
that section and in sub-^ectlon (7), 
as so renumbered,— 

(/) in clause (3), after the 
words ‘‘of that section*’, 
the following words 

shall be added. 



Sohe. 1J 
Year. No. 

(I) (2) 

19?4 II 
cont. coni. 
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Amendmew^ 

(4) 

namcly.--‘*or, when the 
loan or advance is made 
to a banking company, as 
defined in the Banking 
Companies Act, 1949,aga* 
inst such other form of 
security as the Bank may 
consider sufficient”; 

(u) for the words “under this 
section wherever they 
occur, the words “under 
this sub-section” shall be 
substituted; 

(b) After sub-section (7) as so 
renumbered, the following sub¬ 
section shall be inserted namely:- 

“ (2) Where a banking com¬ 
pany to which a loan or 
advance has been made 
under the provisions of 
clause (3) of sub-section 
(/) is wound up, any 
sums due to the Bank in 
respect of such loan or 
advance, shall, subject 
only to the claims, if 
any, of any other bank 
ing company in respect 
of any prior loan or adva¬ 
nce made by such bank¬ 
ing company againstany 
security, be a first char¬ 
ge on the assets of the 
banking company.*' 

(3) In section 42, for sub- 


Short title. 

( 3 ) 

The Reserve Bank of 
India Act, 1934-caat 
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Year. No. Short title. 

(I) (2) (3) 

1934 II The Reserve Bank of 

coat. cottL India Act. 1934-co/i^. 


Amendments. 

(4) 

section ((?) the following sulh 
section shall be substituted, 
namely 

"{6) The Bank shall, save as 
hereinafter provided, by 
notification in the Gazette 
of India,— 

(a) direct tne inclusion in 
the Second Schedule of 
any bank not already 
so included which ca¬ 
rries on the business of 
banking in any Provi¬ 
nce of India and which- 

(J) has a paid-up capital 

and reserves of an 
aggregate value of 

not less than five 
lakhs of rupees, and 
(«) satisfies the Bank 
that its affairs are not 
being conducted in 
a manner detrimen* 
tal to the interests 
of its depositors, and 

(«/) is a company as 
defined in clause (2) 
of section 2 of the 
Indian Companies 
Act, 1913 ( VII of 
1913 ), or a corpo¬ 
ration or a com¬ 
pany incorporated by 
or under any law 
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Year No. Short tUh. 

(I) (2) (3) 

1934 li The Reserve Bank of 
coni. coni. India Act, \9l\-coni. 


AmendmenU^ 

(4) 

in force in any place 
outside the fWi- 
nces of India; 

(^) direct the exclusion from 
that Schedule of any 
scheduled bank,— 

(/) the aggregate value 
of whose paid-up 
capital and reserves 
becomes at anytime 
less than five lakhs 
of rupees, or 
(k) which is, in the opi¬ 
nion of the Bank 
after making an ins¬ 
pection under sect¬ 
ion 35 of the Bank¬ 
ing Companies Act, 
1949, conducting its 
affairs to the detri¬ 
ment of the interests 
of its depositors, or 
(w/) which goes into li¬ 
quidation or other¬ 
wise ceases to carry 
on banking business: 

Provided that theBank 
may on application 
of the scheduled bank 
concerned and sub¬ 
ject to such condi¬ 
tions if any, as it 
may impose, defer 
the making of a 
direction under sub- 
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Year. 

No. 

Short Me. 

(.1) 

(2) 

(3) 

1934 

II 

The Reserve Bank of 

cant 

coni 

India Act. 1934-C0///. 


Amendments. 

(4) 

clause (<,< or sub> 
clause (r) of clause 
{b) for such period 
as Ihc Bank consi< 
ders reasonable to 
give the scheduled 
bank an opportunity 
of increasing the 
aggregate value of 
its paid-up capital 
and reserves to not 
1 ss than five lakhs 
of rupees or as the 
case may be, of re¬ 
moving the defects 
in the conduct of its 
affairs; 

{c) alter the description in 
that Schedule whenever 
any scheduled bank cha* 
nges its name. 

Explanation.—Vs\ this sub-section 
the expression “value” means 
the real or exchangeable value 
and not the nominal value which 
may be shown in the books of 
the bank concerned; and if any 
dispute arises in computing the 
aggregate value of the paid-up 
capital and reserves of a bank, 
a determination thereof by the 
Bank shall bu final for the pur¬ 
poses of this sub-section.” 
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THE SECOND SCHEDULE. 
(See Section 55) 

liEFKALS 


Year. 

No, 

Short title. 

Extent of repeal. 

(1) 

(2) 

(3) 

(4) 

1913 

VII 

The Indian Companies 
Act, 1913. 

The whole of Part XA. 

1946 

XXVIl 

The Banking Com¬ 
panies (Restriction 
of Branches) Act, 
1946. 

The whole. 

19-16 

IV 

The Banking Com¬ 
panies (Inspection) 
Ordinance, 1946. 

The whole. 

1948 

XXV 

The Banking Com* 

The whole. 


panics (Control) 
Ordinance, 1948. 


THE THIRD SCHEDULE. 
(See Section 29) 
FORM A 


Form or balakcb-bblit 


CAPITAL AND LIABILITIES 

BS. A. P. Bl. A, P. 

Capital (a )— 

Authorised Capital 

. Shares 

of Rs. 

each. 


PROPERTY AND ASSETS 

BS. A. P. BS. A. P. 

Cash : 

In hand and 
with Reserve 
Bank (including 
foreign current 
notes) 


Issued Capital. 
Shares of Rs. 
.each.... 


Balances with 
other Banks 

(showing whether 
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FORM k-^cont. 


CAP1T.\L AND LIABILITIES 

na A. P. BS. A. p. 


Subscribed Capital 

.Shares of 

Rs.each 


Amount called up 

at Rs.per 

share. 

Less calls unpaid. 


Add forfeited 
shares..... 


Reserve Fund {b )— 


Deposits and 

Other Ac¬ 

counts : 

Fixed Deposits.. 
Savings Bank 

Deposits 

Current Accounts 
and Contingency 


PROPERTY AND ASSETS 

RS. A. P. RS A. r. 

on deposit or 
current account): 

(i) in the Pro* 

Vinces of India. 

(it) outside the 
Provinces of 
India 

Money at call 

AND SHORT 

NOTICE 

Bills Discovuted 

AND PURCHASED 

(e) 

(Other than Trea¬ 
sury Bills of the 
Central and Pro¬ 
vincial Qovem- 
ments): 

(i) Payable in any 
Province of 
India 

(u) Payable out¬ 
side the Pro¬ 
vinces of India. 


Investments (stating 
mode of valuation, 
e.g'.fCost or market 
value) (/) 

({) Government of 
India and Trus* 
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FORM k^cont. 


CAPITAL AND LIABILITIES 

ns. A.. V. t». X. r. 

accounts. 


Borrowings from 
other Banks, 
Agents, etc.: 

(/) in the Prtv 
Vinces of India. 
(//) outside the 
Provinces of 
India. 


Particulars: 

(/) Secured (staling 
the nature of 
security) .... 

(//) Unsecured... 

Bills payable ... 
Bills for collection 
being bills recei¬ 
vable as per contra: 


PROPERTY AND ASSETS 

HI. A.i>. ki. A. r. 

tee securities in¬ 
cluding Treasury 
Bills of Qovem- 

ment of India 
and Provinciai 

Governments.. 

(if) Shares (classi¬ 
fying into prtfe- 
rence, ordinary, 
deferred and 
other classes of 
shares and show 
ing separately 
shares fully paid 
up and partly 
paid up) . . 

(iff) Debentures or 
Bonds 

(fV) Other invest¬ 
ments (to be 
classified under 
proper heads).. 

(v) Gold .. 

Loans, aovancks, 

CASH CREDITS 
AND OVERDRAFTS 

(other than bad 
and doubtful 
debts for which 
provision has 
been nude to 
the satisfaction 
of the auditors); 
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FORM A- 

‘Cont. 

CAPITAL AND LIABILITIES 

PROPERTY AND ASSETS 

R^. A. 1». RS. A. V. 

BS. A. r. BS. A. F. 

Particulars— cont. 

(/) payable in any 

(i) in the Pro- 

l^ovince of 

India. 

Vinces of India. 

(u; payable out- 

(m) outside the 

side the Pro- 

Provinces of 

Vinces of India. 

India 

Particulars: 

Other Liabilities (to 

(i) Debts consider- 

be specified) (c) 

ed good in res¬ 
pect of which 
the^bank is fully 
secured 

Acceptances, endorse¬ 

(U) Debts consi* 

ments and other 

dered good for 

obligations per 

which the bank 

contra. 

holds no other 
security than 
the debtors per¬ 
sonal security.. 

{iU) Debts consi¬ 
dered good, 
secured by the 
personal liabili¬ 
ties of one or 
more parties in 
addition to the 
personal secu¬ 
rity of the de¬ 
btors. 

PROPIT AND Loss : 

(iv) Debts consi¬ 
dered doubtful 
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PORM Pur-^amt. 


CAPITAL AND LIABILITIES 

ns. A. r. ns a. i*. 


Less appropriatbn 
thereof 

CoNTlNUENT LIABILI¬ 
TIES {d) 


PROPERTY AND ASSETS 

BS. A. P. Its A. r. 

Particulars— 

or bad not pro¬ 
vided for 
(v) Debts due by 
directors or 
officers of the 
bank or any of 
them either 
severally or 
jointly with 
any other 
persons. 

(yi) Debts due by 
companies or 
firms in which 
the directors of 
the bank are 
interested as 
directors, part¬ 
ners or manag¬ 
ing agents or, 
in the case of 
private compa¬ 
nies, as mem¬ 
bers ... .•• 

{vU) Maximum 
total amount 
of loans, in¬ 
cluding tem¬ 
porary adva¬ 
nces made at 
any time dur¬ 
ing the year to 
directors or 
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FORM k—cont. 

CAPiTAL AND LIABILITIES PROPERTY AND ASSETS 

us. A. r. ILS. A. I*. US A. V US. A. P. 

Particulars— 

managers or 
officers of the 
company 

{viii) Maximum 
total amount 
of loans,includ¬ 
ing temporar>' 
advances grant¬ 
ed during the 
year to the 

companies or 
firms in which 
the directors of 

the bank are 
interested as 
directors, part¬ 
ners or manag¬ 
ing agents or, 
in the case of 
private compan¬ 
ies,as members. 

{he Due from 
banks. 

Bills for collec¬ 
tion being bills 
receivable as 
pw contra. 

{i) payable in 

any Province 
of India. 

(u) payable out¬ 
side the Pro¬ 
vinces of India 
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FORM A— cont. 

C\PITAL AND LIABILITIES PROPERTY AND ASSETS 

l«. A. I*. K8. A. I'. HP, A. p, ns. ]. 

Particulars —coni 

Acceptances, 
endorsements 
and other obli¬ 
gations per 
contra. 

Premises less 
depreciation (^). 

Furniture and 
fixtures less 
depreciation (;?). 

Other assets, in¬ 
cluding silver 
(to be specifi¬ 
ed) (//) .... 

Non-banking as¬ 
sets acquired 
in satisfaction 
of claims (sta¬ 
ting mode of 
valuation) (/') 

pROPri AND I.O.SS 

Total... Total... 

*nef0reiioes to Ihe Provinces of India (.hall iie coofrfcrned «s inohiding 
refereoceB to the Acceding jStotcfi to which the Banking Oonipaniefi Aot, 
1949 for the time being extends. 

NOTES. 

(a) Capital '.— 

(I) The various classes of capital, if anj’, sliould be 
distinguished. 

(ii) Shares issued as fully paid-up pursuant to any contract 
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without payments being received in cash should be 
stated separately. 

(iii) Where circumstances permit, issued and subscribed 
capital and amount called up may be shown as one 
item, e. g., Issued and Subscribed Capital 
Shares of I^s. paid up. 

^iv) In the case of banking companies incorporated 
outside the Provinces of India, the amount of deposit 
kept with the Reserve Bank of India under sub¬ 
section (2) of section 11 of the Banking Companies 
Act, 1949, should be shown under this head the 
amount however should not bo extended to the outer 
column. 

(A) The reserve fund maintained under section 17 of the 
said Act should be shown separately. 

(r) Urder this heading are to be included such items as 
the following, to be shown under separate heading suitably 
described: pension or insurance funds, unclaimed dividends, 
advance payments and unexpired discounts, liabilities to sub- 
S'diary companies and any other liabilities 

{d) These should be classified under the following cate¬ 
gories:-— 

(i) Claims against the banking company not acknowl¬ 
edged as debts. 

(ii) Money for which the bank is contingently liable 
showing separately the amount of any guarantee 
given by the banking company on behalf of direc¬ 
tors or officers. 

(iii) Arrears of cumulative preference dividends. 

(iv) Liability on Bills of Exchange rediscounted 

(y) UabWWy on account of outstanding Forward 

Exchange Contracts. 

(a) Particulars as under “ Loans, Advances, Cash Credits 
and (D^rdrafts” are to be shown under this heading. 



dohe III] The Banklnfl; Companies Aot, 1949. 81 

(/) Where the value of the Investments shown in the outer 
column of the balance-sheet is higher than the market value, 
t(.e market value shall be shown separately in brackets. 

(g) Bank premises wholly or partly occupied for the pur¬ 
poses of business should be shown against * Premises less 
depreciation.” In the case of fixed capital expenditure, the 
original cost, and additions thereto and deductions therefrom 
during the year should be stated, as also the total depreciation 
written off. Where sums have been written off on a reduc¬ 
tion of capital or revaluation of assets, every balance-sheet 
after the first balance-sheet subsequent to the reduction or 
revaluation should show the reduced figures with the date and 
amount of the reduction made. Furniture, fixtures and other 
assets which have been a>mpletcly written off need not be 
sliown in the balance-sheet. 

(//) Under this heading may be included such items as the 
followinjg, which must be shown under headings suitably descri¬ 
bed : preliminary, formation and organisation expenses, develop¬ 
ment expenditure, commission a('d brokerage on shares, interest 
accrued on Investments but nut collected, investments in shares 
of subsidiary companies and any other assets. 

(/) Value shown shall in no case exceed market value. 

FORM B. 

Fomi OP I’nopiT akw Losn Accovnt. 

Profit and Loss Account for the year ended December 

EX PENDITITRE. INCOME (LBI3S PROVISION MADE 

Dt’KJNtt THE YEAR FOR BAD 
AM) DOUBTFUL DEBTS). 

Interest paid on deposits Interest and Discount .. 

Salaries and Allowances Commission, Exchange 

(showing separately and Brokerage., 

salaries and allowances Rents . 

to managing director or Transfer from contingen- 

manager). cies account. 
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EXPEN UITU HE 


Directors’ fees and 
allowances. 

Local Committee members* 
Pees and allowances. 

Provident Fund .. 

Rent, Taxes, Insurance, 
Lighting, etc. 

Law Charges 

Postage, Telegrams and 
Stamps. 

Auditors’ fees 

Depreciation on Banks’ 
property. 

Repairs to Banks’ pro¬ 
perty. 

Stationery, Printing, 
Advertisement, etc. 

Loss from sale of or deal¬ 
ing with non-banking 
assets. 

Other Expenditure 

Balance of Profit 


INCOIUE (LESS PROVISION MADE 
DURINO THE YEAR FOR FAD 
AND DOUBTFUL DEBTS). 

Profit made on sale of 
investments, gold and 
silver, land, premises 
and other assets 

Profits made on revalua¬ 
tion of investments, 
gold and silver, land, 
premises and other 
assets. 

Income from non-banking 
assets, and profit from 
sale of or dealing with 
such assets. 


Other receipts 
Loss (if any) 


Total 


Total 



Appendix A 

The Imperial Bank of India Act (XLVIl of 1920) 

(19th Septr. 1920) 

An act to constitute and Imperial Bank of India and for 
other purposes. 

Whereas it is expedient to constitute an Imperiai Bank 
of India and to transfer to the Bank so constituted the under¬ 
taking of each of the Presidency Banks and to dissolve those 
Banks and to make provision for the regulation and manage¬ 
ment of the Imperial Bank of India; It is hereby enacted as 
follows:— 

1. (1) This Act may be called The Imperial Bank of India 

Act, 1920. 

Shorb table and (2) It shall come into force on such date as the 
cuunueuoement. Central Government may, by notification 
in the Official Gazette, appoint 

2. In this Act, unless there is anything repugnant in the 

subject or context,- 

Definition. (a) '* Appointed day’^ means such day as the 

Central Government may appoint for the com¬ 
mencement of this Act; 

(b) “ The Bank of Bengal", the “ Bank of Madras ’’ and 
“ The Bank of Bombay " mean, respectively, those banks as 
constituted by the Presidency Banks Act, 1876. 

(c) dividend " includes bonus; 

(d) General meeting ” means the annual meeting of the 
shareholders of the Bank; 

(e) " goods " includes also bullion, wares and merchandise; 

(f) " local meeting ” means the annual meeting of the sha¬ 
reholders whose names are registered in a branch register; 

meeting " includes an adjourned holding of a'meeting; 

(h) prescribed *’ means prescribed by bye-laws made under 
this Act; 
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(i) *' Presidency Banks " means the Bank of Bengali the 
Bank of Madras and the Bank of Bombay as constituted by 
the FresiCcncy Banks Act, 1876, and a "Presidency Bank** 
means any one of these Banks: 

((ii) “ Secretary ’* and “ Deputy Secretary " mean, respecti¬ 
vely a Secretary and Treasurer and a Deputy Secretary and 
treasurer of the Bank). 

(j) " special local meeting " means a meeting of the share¬ 
holders whose names are registered in a branch register, con¬ 
vened fur the transaction of some particular business specified 
on the notice convening the meeting; 

(k) " Special local resolution ’’ means a resolution passed 
at a special local meeting; 

(l) ‘ special meeting " means a meeting of the shareholders 
convened for the transaction of some particular business sped 
fled in the notice convening the meeting; and 

(m) “ .special resolution " means a resolution passed at a 
special meeting. 

CHAPTER 1. 

Establishment and Incorporation of the Imperial Bank of India. 

3 . (I) A Bank to be called the Imperial Bank of India and 
in this Act referred to as " the Bank ’’ shall be 
EHiAbli»«li)uuni (if constituted for the purpose of taking over the 
the Imp-rial undertakings of The FVesidcncy Hanks and to 

Baak. carry on the business of banking in accordance 

with the provisions of this Act. 

(2) Every person who, immediately before the appoint¬ 
ed day, was registered as a shareholder or as a holder of 
stock in any of the Presidency Banks, tc^ether with such other 
persons as may from time to time become shareholders in the 
Bank in accordance with the provisions of this Act, shall, as 
long as they are shareholders in the Bank, constitute a body 
corporate with perpetual succession and a common seal under 
the name of the Imperial Bank of India and shall sue and be 
sued in that name. 
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(5) Subject to the provisions of this Act, the capila) of the 
Bank shall consist of one hundred and twelve millions and 
five hundred thousand rupees divided into shares of ftve 
hundred rupees each. 

(4) The liability of the shareholders of tlie Bank shall be 
limited to the amount not fully paid up on their shares 

CHAPTER II 

'I'ransfer of the Undertakings or Presidency Banks to the 
Imperial Bank. 

4, (1) Subject to the provisions of this Act, as from the 
appointed day, the undertakings ot each the 
Tiauhioroi Presidency Banks shall be transferred to and 
au*l liabilities, shall vest in the Bank. 

(2) The undertaking of a Presidency Bank shall be deemed 
to include all rights, powers, authorities and privileges and all 
property, moveable and immoveable, including cash balances, 
reserve funds, investments and all other interests and rights in 
or arising out of such property as may be in the possession of 
the Bank immediately before the appointed day, and all books, 
accounts and documents relating thereto, and shall also be 
deemed to include all debts, liabilities and obligations of whut> 
ever kind then existing of that Bank. 

(3) If, on the appointed day, any suit, appeal or legal 
proceeding of whatever nature is pending by or against any 
Presidency Bank, the same shall not abate, be discontinued or 
be in any way prejudicially affected by reason of the transfer 
to the Bank of the undertaking of such Presidency Bank or of 
anything in this Act, but the suit, appeal or proceeding may 
be continued, prosecuted and enforced by or against the Bank. 

(4) All contracts, deeds, bonds, agreements and other 
instruments of whatever nature subsisting or having effect 
immediately before the appointed day and to which any Presi¬ 
dency Bank is a party shall be of as full force and effect 
against or in favour of the Bank, as the case may be, and 
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may be enforced as fully and effectively as if instead of the 
Presidency Bank the Bank had heed a party thereto. 

5. (I) The name of every person who immediately before 
Terms of transfer the appointed day was registered as a share- 
as regards share- holder in any of the Presidency Banks shall be 
holders in the registered in accordance with the Provisions of 
Fresidenrj Banks. th» act hereinafter appearing as holding the 

same number of shares in the Bank as stood in his name in the 
register of such F’residency Bank; 

Provided that for the purposes of this section two half- 
shares standing in the name of any such person in the register 
of any Presidency Bank shall be taken as the equivalent of 
one share, and odd half-shares shall be dealt with as herein¬ 
after provided. 

(2) The name of every person who immediately before 
the appointed day was registered as a holder of stock in any 
of the Presidency Banks shall be registered in accordance 
with the provisions of this Act hereinafter appearing as holding 
one share in the Bank for every Rupees five hundred of stock 
of which he was the registered holder in such Presidency Bank, 
and odd amounts of stock not amounting to Rupees five hund¬ 
red shall be dealt with as hereinafter provided. 

(3) The Bank shall issue fractional certificates to the hold¬ 
ers of odd half-shares and of odd amounts of stock, not amount¬ 
ing to Rupees five hundred, certifying, as the case may be, that 
the holder is entitled to one-half of one fully paid share or 
such fraction of a share as the odd amount of stock is of Rupees 
five hundred. 

(4) Holders of fractional certificates shall, if resident in 
India, within three months and, in any other case, within six 
months from the date of the certificate either— 

(i) surrender their fractional certificates with other similar 
fractional certificates representing in all one fully paid share, 
in which case the surrender shall be entitled to be registered 
as a shareholder and to have a fresh certificate fpr a fully paid 
share in the Bank issued to him and be entitled to an allot- 
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ment of new shares in the same way as if he had been the 
holder of one fully paid share, or 

(ii) at their option surrender the fractional certificates to 
the l^nk, in which case the Bank shall be entitled to sell the 
shares represented by the fractions so surrendered from time 
to time in such manner as the Bank deems expedient, and the 
aggregate net sale proceeds realised by such sale or sales 
shall be divided proportionately and paid by the Bank to the 
holders of fractional certificates for whose account the shares 
may have been so sold. 

(5) Every shareholder of the Bank whose name has been 
registered in accordance with the provisions of this section 
shall be entitled, in respect of every share of which he is so 
registered as the holder, to an allotment to himself or to his 
nominee (provided that such nominee is approved by the Bank) 
of two shares in the Bank with the sum of rupees onehundred 
and twenty-five credited as paid up on payment in respect of 
each share in the case of a former shareholder or stock holder 
of the Bank of Bengal or the Bank of Bombay, of Rupees one 
hundred and twenty-five, and of the Bank of Madras of Rupees 
two hundred and twenty-five. 

(6) The Bank shall cause notice to be published in the 
Official Qazttte and in two daily papers in each Presidency and 
shall also send by post to every person whose name imm¬ 
ediately before the appointed day was entered in the register 
of shareholders or shareholders of any of the Presidency Banks, 
a notice giving particulars of the terms hereinbefore 
set out as to the allotment of new shares and 
the surrender of fractional certificates, and as to the manner 
and form in which application for the allotment of new shares 
and the surrender of fractional certificates is to be made. 

(7) If within a period of three months from the date of 
publication in the Official Gazette of the notice referred to in 
sub-section (6), any holder has not made an application for the 
allotment of new shares to which he is entitled, the Bank may 
offer such shares for {Hiblic subscription and allot them to any 
perspn applying therefor: 
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Provided that the Bank in the case of shareholders whose 
addressee are out of British India may, either generally or in 
any particular instance, fix an extended period for the admi* 
ssion of applications, but in no case shall that period be later 
than six months from the date of tlie publication of the notice 
in the Official Gazette. 

6 (1) Subject to the provisions of this Act, every officer 
Rxifniii" OfficoiF and servant employed immediately before the 
and »>«ryante oi appointed day by a Presidency Bank shall, from 
i*re.«idi»ncy Bsnks the appointed day become an officer or servant 
and oxi^ong i*ro- yf jhe Bank, and shall hold his office or ser* 
vident Funds. vice therein by the same tenure and upon the 
same terms and conditions and with the same rights and privit¬ 
ies as to pension or gratuity as he would have held the same 
under the Presidency Bank if thb Act had not been passed. 

(2) Any person who, on the appointed day, has been, gra¬ 
nted or is in receipt of a pension or other superannuation or 
compassionate allowance from a Presidency Bank shall be enti¬ 
tled to be paid by, and to receive from, the Bank the same 
pension or allowance so long as he observes the conditions on 
which the pension or allowance was granted. Any question 
whether lie has so observed such conditions shall, in case of 
any difference arising, be detet mined by the Central Government. 

(3) Por the directors and officers of the Banks of Bombay 
and Madras who are at the commencement of this Act the 
respective trustees of the following funds, that is to say- 

(a) the Bank of Bombay officers’ Pension and Guarantee 
Fund, and 

(b) the Bank of Madras Pension and gratuity Fund, and 
the Bank or Madras officers’ Provident and Mutual 
Guarantee Fund, 

there shall be substituted as trustees of those funds, resp- 
ectively, the members for the time being and the corresponding 
officers of the Local Boards of the Bank at Bombay and 
Madras; and if any doubt arises as to who are the correspbn- 
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ding officers to the offers who are trustees at the commencement 
of this Act, the decision of the Central Board shall be final. 

7. As from the appointed day the Presidency Banks shall 
be dissolved, and thereafter no person shall make, assert or 
Di<wolution ol Pi> take any claims, demands or proceedings 
asideuey Haokti. against any of the said Banks or against a 
director or officer thereof, in his capacity as sucii director or 
officer, except in so far as may be necessary for enforcing the 
provisions of this Act. 

CilAPrER 111. 

Bu.siness ot the Bank. 

8. Subject to the provisions of this Act, the business which 
H. 18111 C 88 wliK-U P* the Bank i-. autiiorised t»» carry on and trans- 
ni^ may tmuHui-t. act siiull be the several kinds of businsss 
specified in schedule I subject to the limitations therein mentioned. 

9; (Business of l^ondon office) Rep. by the Imperial Bank 
of India (Amendment) Act (ill of 1934) S. 3. 

10. (1) It shall also be lawful for the Bank under any 
hauk may do < io- agreement with the ( Reserve Bank of 
Teiijm«<iiibuBiiH>8ti. India)— 

(i) to pay, receive, collect and remit inone\, bullion and 
securities (as agent for the Reserve Bank ot India) on behalf 
of (any) Qovemnent. 

(tO to undertake and transact any other business which, 
(the Reserve Bank of India) may from time to time entrust to 
tite Bank, 

11. for the purpose of providing buildings and places in 

and at which to carry on and manage the 
Acqubition of business of the Bank and proper residence for 
imHinoBs premiMB. its officers and servants the Bank may— 

(a) acquire any interest in immoveable property; and 

(b) sell, buy, re-sell, exchange, let, furnish, repair, Insure 
against fire and other risks or deal with all or any part of the 
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Mine as it may consider most cmidudve to the Irttereit df 
the Bank. 

Ssisblishment of 12. Subject to the provisions of this Act. 
brsnobes ft agenoies. the Bank may-^ 

(a) maintain, as branches or agencies of the Bank, any 
branches or agencies of the Presidency Banks which were in 
existence immediately before the appointed day, and may esta- 
blisti branches or agencies at such places, (whether in India or 
elsewhere) as it deems advantageous for the interests of the 
Bank, and 

(b) discontinue any Branch or agency maintained or esta* 
blished under this section. 

13. (1) With the sanction of the Central Oovernment, the 
Bank may enter into negotiations for and pur- 
Povet of the Bank chase and take over the business, Including the 
to take over bu- capital, assets and liabilities, of any Banking 
8ln«0 of certain Company carrying on business in India (or else- 
otber Banks and where) of Which the cafMtal is divided into shares, 
for tbai purpoTO and may pay the consideration for such purchase 
to inn ease its either in cash or by the allotment of shares in 
capital the capital of the Bank, or partly in one and 

partly in the other of these ways, and (subject 
to the provisions of this Act relating to the increase of capital) 
for the purpose of any such allotment of shares, increase the 
capital of the Bank by the issue of such number of shares as 
may be determined on by the Bank. 

(2) Any business so purchased shall after the purchase be 
carried on by the Bank subject to the provisions of this Act 

( IS'A. Notwithstanding anything contained in schedule I, 
the Bank may either alone or conjointly with 
Power of Bank to other persons, for the purpose of averting the 
grant loans to winding Up of any company having a share capf- 
oertain other Banka, tal Which is expressed in rupees ht its memo¬ 
randum of association or of any Society registe- 
ted Under the Co-operative Societies Act 1912 (or any other 
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taw for the time being in force in British India) (or British 
Burma ) relating to co-operative Societies ) or, where any such 
company or society is being wound up, of facilitating the wind, 
ing up, advance or lend money to or open a cash-credit in 
favour of, such company, or society or the liquidators thereof, 
as the case may be, for any period upon the security of all or 
any of the assets whatsoever of such company or society). 

CHAPTER IV. 

Shares. 

Nature of fiharpp. 14. (I) Thc shares of the Bank shall be move¬ 
able property. 

(2) Each share in the Bank shall be distinguished by its 
appropriate number. 

Notes: 

In the <l6l>ate in I’ailiamenli on the Baiikinji Companies Bill severe 
attacks were made on the woiking ol tlie Imperial Bank by members 
who pleaded for its early nationalisation. Mr. B Das oriticisod the Impe¬ 
rial Bank which through its nonindian officers had helped both in the 
past and now to fleece the country’s wealth. It was public enemy nu¬ 
mber oue. He would (ouiinue to hold this view until the Imperial Bank 
was nationalised and its officei«( totally Indianised He did not want 
fifth columnists and (Quislings to continue lo work in the Impeliai Bank 
It was unfortunate that today every distiict and subdistriet treasury bad 
to put in its money ipto the coffers ol this bank. Mr. TA Kamaliugam 
(^hettiar said thit eTidonco bad been ]>laeed before the Banking 

Enquiry Committee on the vagarieB of the Imperial Bank of India about 
t^e way in whicli the bank waB financing the induBtrie-* and commer* 
cial corporation‘i in India on the one hand and the way they were fina* 
Being Enropeau compann t. on tlie other. Eniopean companies were giren 
Biores of rnpees without any geenrity while Indiauowned textile mills 
with large blocked capital would not be given tvrn woiking capital It 
was not at all Burprising that on every Bide there was a demand for 
the nationaliBBtion of the Imperial Bank. Beplying to the debate Dr. 
Uatthai the Finance Minister said that in the matter of nattonalisation 
of the Imperial Bank ho was in the hands of the House. Ab far aa his 
peraoBal obaaivationa and examination went he had some donbta inhu 
Btind If to wbethot the ihanagement of commercial banks wac a snita* 
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ble sphere for natiouahsatiou. In ihe matter of commcrical banks the 
dfl^today operaiioue and activiti«H of ihe concerns 4lef)end6d vary largely 
on the Bort of personal contaetfl and relationship that is built up between 
themselves and their c!i<>tomers, a kind of activity wliieh required in the 
first place a certain elasticity in mental outlook. Rut the question had 
U»en raised particnlarlj' in logiird to the Imperial liank of India, I 
must say that 1 am not sati'-fud myseli wiil> tlie oiganisation and the 
working of the Imjieii'il Hank under the present tiup What 1 wouW 
Uke to do in light ol the iTiticihms to which I have li*-toned is to see 
whether without nationalising tlie Impiiial Rank ol India it is not po¬ 
ssible for us to swmre the object which the uienibir-* iiavo iii mind, by 
undortaking a suitablo revision of the Inqieiial Rank of India Act. What 
I want to do is to take in hand immediately the que<^tLon(»f examining 
the provi&ion*^ of the ImptMial Rank ol India Act in the light of the 
uctnal ezpeiienco of the working of it and in the light ol many points 
which had been lai^ed in the course of the diBCu<4Siou and to see whether 
by revising "ho A<»t we cannot put the Imperial Rank a ba-^is which 
would enable it to render the fulle-»t p)‘>Nihj4‘ *4(1 vice in the most suita¬ 
ble manner.'* A suggestion which the Author would ^c^pLvtUllly make is 
that the object wliicli tlm Fiiiau Minisim has jii >jew can he achieved 
by constituting an advisory council chained with the duty of aiipcrvi- 
ling the lending activities ol the Bank which form«^d Lhc major point 
of attack by member^ of Parliament 1’he Council can be given instru¬ 
ctions to *ee that in the making ot loans by tliC Bank no discrimination 
is practised in lavour of non-nationuJi ol the Dominioo of India at ihe 
expense ol uationaN. 

15. A certificate under the common or official seal of the 

Bank specifying the shares held by any share* 
Certifioate of holder shall be prima fade evidence of the 

M]iaro9, title of the shareholder tu the shares therein 

specified. 

16. The Bank shall keep in one or more books a register 

of its shareholders (in this Act referred to as 
Principal register the principal register), and .shall enter therein 

of shareholders, the following particulars so far as they may be 

available — 


(i) the addresses and occupations, if any, of the 
shareholders and a statement of the shares held by each share* 
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bolder, distinguishing each share by its number, and of the 
anKwnt paid on the shares of each shareholder; 

(ii) the date on which each person is so entered as a 
shareholder; and 

(iii) the date on which any person ceased to be a share¬ 
holder. 

17. (1) The Bank shall cause to be kept at the local head 
offices of the Bank in Calcutta, Madras and 
Htanoh Bombay branch registers which shall be deemed 

to be part of the principal register, any may do 
so at any otner local head office which may hereafter be esta¬ 
blished under this Act 

(2) There shall be entered in the Branch register to be kept 
in Calcutta the name of every person who having been registe¬ 
red as a shareholder or stockiiuldcr in the Bank of Bengal is 
entitled under tlie provisions of section 5 to be registered as a 
shareholder in the Bank, with the same particulars appended 
thereto as required in the case of the principal register, and 
the same provision shall apply mutatis mutandis to the branch 
registers to be kept in Madras and Bombay. 

(3) Any shareholder may apply to the Bank to have his 
name transferred from one branch register to another in respect 
of either the whole or anv part of the shares standing in his 
name, and the Bank shall, subject to such condition as may be 
prescribed, cause the registers to be amended accordingly. 

(4) Subject to the provisions of sub-section (3) no transa¬ 
ction with respect to any share registered in one branch regi¬ 
ster shall be registered in any other branch register. 

Trusts not to ba 18. No notice of any trust, express, imp- 

oniered on the Hed Or constructive, shall be entered on the 
register. principal or any branch register or be receivable 

by the Bank. 

19. The Bank may close the principal register or any branch 
Power to oloie register for any time or times, not exceeding in the 
Uegister. whole thirty days in each year. 
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20. (I) The principal register or shareholders shall be kept 
Inspt*ciiion of at such places as the Bank, by notification in 
reffintor of oharo* the Official Qazettc may appoint and, except 
boldert. when closed under the provisions of this Act, 

that register or any branch register shall during business hours 
(subject to such reasonable restrictions as the Bank may impose, 
so that not less than two hours in each dav he allowed for 
inspection) be open to the inspection of any shareholder gratis. 

(2) Any shareholder may require a copv of any such regi¬ 
ster, or any part thereof, on prepayment therefor at the rate 
of six annas for every hundred words or fractional part there¬ 
of requires to be copies. 

(3) A copy of the principal register ol shareholders shall 
be complied within 30 days after the date ot tlic first ordinary 
genera] meeting in each year and shall be hied forthwith 
with the officer performing the duty of registration or companies 
under the Indian Companies Act 1013). 

CONTRACTS. 

Form of Contracts. 21, (1) Contracts on behalt of the Bank 

may be made as follows- 

(1) any contract, which if made between private persons, 
would be by law required to be in writing, signed by the parties 
to be charged therewith, may be made on behalt of the Bank, 
in writing signed by any person acting under its authority, 
express or implied, and may in the same manner be varied or 
discharged; 

(ii) any contract which, if made between private persons, 
would by law be valid although made by parol only and not 
reduced to writing, may be made by parol on behalf of the 
Bank by any person acting under its authority, express or 
implied, and may in the same manner be varied or discharged. 

(2) All contracts made according to the provisions of this 
section shall be effected in law, and shall bind the Bank and 
all other parties thereto and their legal representatives. 
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REQULATIONS OF BANK- 

22. Tbe provisions contained in schedule II shall be the 
Eogniation*. of regulations of the Bank in regard to the matters 
the Bank. to which they relate. 

CHAPTER V. 

Management. 

2.'>. Tlic Bank bhall have local head t'ifiLC in Calcutta, 
Madras and Bombav and at such other places 
olficeis of <h( in British India (or British Burma) as the Bank 
ba"k niav determine. 

24 . The general •'.upeiintendeme of the altairs and business 

of the Bank shall he entrusted to a Central 
uiiicihoi iholfaiik Board of ( Diiettors (lit reina‘ter in this Act 

referred to us tlic “Central Board”) who may 
exercise all powcis and do all such acts and things as may be 
exercised or done b\ the Bank and are not bv this Act expre¬ 
ssly directed or required to he done by the Bank in general 
meeting. 

25. Local Boards '.hall bt established at Calcutta, Madras 

and Bainba\, and mav he establislud at such 
LoiMi BoboIs. other plates in British India (oi IVitish Burma^ 
as the Oenlial Boaid ma\ deternimc 

26. Without prejudice to the pov\ers conferred bv Section 

24, the Local Boards cstablislied at CaLutta, 
I’oweis oE iho Madras and Bombay shall have pow er generally 
hdoal Iktaid to transact all the usual business of tne Bank, 
and shall have power to as regards entries in 
the branch registers, respective!) kept at tliose places to exa 
mine or refuse to approve tiansfciecs of shares and to give 
certificates of shares. 

Local Boards at Calcutta Madras and Bombay. 

27. The several persons who were, immediately before the 

appointed day, respectively the directors of the 
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Con^tifeatioB of Presidency Banks shall constitute the first Local 
first Local lioaidR. Boards of the Bank at Calcutta Madras and Bom* 
bay respectively, and the persons who were then 
President, Vice-president and Secretary, respectively, of the said 
Banks shall fill the same offices in the respective Local Boards 
until they vacate office in accordance i\ith the provisions of 
this Act 


CENTRAL BOARD. 

CouRlitutioD ot ^8. The Central Board shall consist 

Ceutial Board of the following Directors, namely:— 

^i) the presidents and vice-presidents of the Local Boards 
established by this Act, 

(li) one person to be elected from among themselves by 
the members of each Local Board established by this Act; 

(iii) a Managing Director who shall be appointed by the 
Central Board foi a period not exceeding five years on such 
terms as the Central Board ma} direct, and may be continued 
in his appointment by the Central Board for such further peri¬ 
ods not exceeding five years in eacli case as the Central Board 
thinks fit; 

(iv) such number ot persons not exceeding two and not 
being (Officers ot the Crown) asma> be nominated by the Central 
Qovernment. Such persons shall hold otlice for one year but 
may be rc-nommated, 

(v) a Deputv Managing Director who shall be appointed 
by the Central Board; 

(vi) the Secretaries of the Local Boards established by this 
Act; and 

(vii) if an> i>ocal Board is hereafter established by this Act, 
such number of peisons to represent it as the Central Board 
may prescribe. 

(2) The Directors specified in clauses (v) and (vi) of sub¬ 
section (I) shall be at liberty to attend all meetings of the Central 
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Board and to take part in its deliberations, but shall not be 
entitled to vote on any question arising at any meeting: 

Provided that the Deputy Managing Director shall be enti¬ 
tled to vote in the absence of the Managing Director 

(3) The Central Government shall nominate an (officer of 
the Crown) to attend the meetings of tlie Central Board and 
such Officer shall be entitled to attend ail meetings of the Central 
Board and to take part in its deliberations but shall not be 
entitled to vote on an> question arising at any meeting. 

29. (1) Where the Central Board establishes any additional 

local head office of the Bank in British India 
I‘onstitution oi ( or Bntish Burma i a Local Board shall be 
oihor liOCttlBoardd constituted to manage the local business of 
the Bank. 

(2) The number of the members of any such Local Board 
shall be such number, nut less than three, as may be prescri- 
bed and shall be appointed tn such manner as may be prescribed. 

30. (Power to remove dilticulties). Rep. by the Imperial 
Bank of India (Amendment) Act (III of 1934) S. 13. 

CHAPIFR VI. 

Miscellaneous 

31. (I) The Central Board shall, \t'ith the previous appro- 
I'oww ot {entral val ol tlic Central Government make bye-laws 
B«widtomakeb}F- consistent with the Act regulating the following 

matters, namely 

(a) the maximum amounts vihicli niav be advanced, or 
lent to, for which bills ma> be discounted for, anv individual 
or partnership, without the securitv mentioned m sub-clauses 
(i) to (iv) of clause (a) of Part I of Schedule 1, the conditions 
under which advances mav be made on the said security and 
the extent of the same to whiclt accounts may be overdrawn 
without seairity; 

(b) the conditions subject to which alone advances may be 
made to (Directors X members of Local Boards, or officers of 
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the Bank, or the relatives of such (Directors), members or 
officers, or to companies, firms or individuals with which or 
with wliom such (Directors) members, officers or relatives 
are connected as partners, directors, managers, servatns, share* 
holders or otherwise. 

l^vidcd that the byc-laws shall provide that no advance 
without secuntv shall he made to any officer of the Bank with¬ 
out the specific sanction of the Local Board under which he 
is serving 

(c) the particulars to he contained in (the annual and half- 
yearly balance sheets), and 

(d) anv matter tvhich by this Act i*' directed to be pres¬ 
cribed 

(2) The Central Board inav, with the previous approval of 
the Central Qovernment make hve-lavis consistent vith this 
Act regulating the following matters or any of them namely:- 

(a) the keeping of the register and branch registers of 
share-holders, 

(b) the disti ibution ot business amongst the (Directors ) and 
their remuneration, it any, 

(c| the distribution ol business amongst the members of a 
Local Board and their remuneration, if anv, 

(d) the delegation of any powers of the Central Board or 
of a Local Board to committees consisting of (Directors) or 
members, as the case may be; 

(e) the procedure to be followed al the meetings of the 
Central or Local Boards or of any committees thereof; 

(f) the first appointment and the appointment of members 
of a Local Board established under this Act; 

(g) the powers of Local Boards established by or under 
this Act; 

(h) the localities in and with respect to which such Local 
Ekiards shall exercise their powers; 
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(i) Ihe books and accounts to be kept at the local head 
offices of the Bank; 

(j) the renewal of certificates of shares which have been 
worn out or lost; 

(k) the conduct and defence of legal proceedings and the 
manner of signing pleadings; 

(l) the constitution and management of pension and provi¬ 
dent funds for the officers and servants of the Bank; 

(m) all matters which are by the Act permitted to be 
prescribed; and 

(n) generally the conduct of the business of the Bank. 

32. (I) The references in Sections 188, 18^ and 289 of the 

Indian Companies Act, 1913, and references in 
lW*>reijc«H to anv other enactment to the Presidency Banks 
I'lefi-’eiifv R^nL^ or any of them shall be deemed to references 
to the Bank. 

(2) Where by any instrument power is given to invest in, 
to hold or to exercise any rights in regard U) shares or stock 
in a Presidency Bank, then that power may be exercised as if 
the same power were given by such instrument in regard to 
shares in the Bank. 

(3) A power of attorney in favour of a Presidency Bank 
or in favour of a fVesidenev Hank and its officers shall be 
deemed, as the case may be, to be a power of attorney in 
favour of the Bank or of the Bank and and its offia'rs. 

33. (Amendment of S. 11 \3) ot Act VII of 1913) Rep. by 
the Repealing and ,\mending Act (XX of 1937) S. 3 and 
Sch: II. 

34. (Repeals) Rep. by the Repealing Act (XII of 1927.) 

SCHEDULE I. 

(See item 8) 

Part 1. 

Business which the Bank is authorised to carry on and 

transact 

U 
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The Bank is authorised to carry on and transact the seye** 
ral kinds of business hereinafter specified, namely:— 

(a) the advancing and lending money, and opening cash* 
credits upon the security of— 

(i) Stocks, funds and securities (other than immovable 
property) in which a trustee is authorised to invest trust money 
by any Act of Parliament or by any (Indian or Burma Law) 
any securities of a (Provincial C]i>vernnient. the Government 
of Burma) or the Government of Cevlon (and shaics of the 
Reserve Bank of India). 

(ii) such securities issued bv State aided railvva\s as having 
been notified bv the Central Government under Sec 36 of the 
Presidency Banks Act, IS76. or may be notified bv (it) under 
this Act in that behalf; 

(Hi) debentures or other securities for inopty issued under 
the authority of anv Act of a legislature established in British 
India (or British Burma), by, or on behalf of a district board 
(or a municipal board or enmmitee, or, % ith the sanction of 
the Central Government debentures or other securities for money 
issued under the authority of a Prince or a Prince or Chief of 
any State in India) 

(iii-a) subject to such directions as iiiav be issued by the 
Central Board, debentures of companies with limited liability, 
whether registered in India or elsewhere); 

(iv) goods which, or the documents of title to which, are 
deposited with, or assigned to, the Bank ns securits for such 
advances, loans or credits; 

(iv-a) goods which are hypothecated to the Bank as secu¬ 
rity for such advances, loans or credits, if so authorised by 
special directions oi the Central Board); 

(v) accepted bills of exchange and promissory notes endo 
rsed by the payees and joint and several promissory notes of 
two or more persons or firms unconnected with each other in 
general partnership; and 
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(vi) Fully paid shares (* *) of companies with limited 
liability or immoveable property or documents of title relating 
thereto as collateral security only where the original security is 
one of those specified in sub-clause (i) to (iv) (subject to such 
directions as mav be issued by the Central Board) where the 
original security is of the kind specified in sub-clause (v); 

(Provided that any advances or loans which, under the 
law for time being in force, any of the following Governments 
or authorities, that is to sav, the Secretary of State, any Govern¬ 
ment in Britisn India, the Federal l^ailway authority, the Gove¬ 
rnment of Hunna or the Burma I^ailway Board, may lawfully 
accept fr(.)m the Bank niay, if the Central Board think fit, be 
made without any specific security). 

(b) the selling or realisation of the proceeds of sale of any 
such ptoinissory notes, debentures st'M:k receipts, bonds, annui¬ 
ties, stock, shares, securities or goods which, or the documents 
of title to winch, nave been deposited with, or (pledged, hypo¬ 
thecated. assigned or transferred to ) the Bank as security for 
such advances, loans or credits or w'liich are held by the Bank 

or over which the Bank is entitled to any lien or charge in 
respect of any sucli loan or advance or credit or any debt or 
claim of the Bank, and winch tiavc not been redeemed in due 
lime in accordance with the terms and conditions (if any) of 
such deposit (pledge, hypothecation, assignment or transfer); 

(c) the advancing and knding money to Courts of Wards 
upon the security of estates in their charge or under their 
superintendence, and the realisation of such advances or loans 
or any interest due thereon, provided that no such advance or 
loan shall be made without the previous sanction of the Provi¬ 
ncial Government concerned and that the period for which any 
such advance or loan is made shall not exceed, (nine months 
in the cose of advances or loans relating to the financing of 
seasonal agricultural operations or six months in other cases); 

(d) the drawing accepting, discounting, buying and selling 
of bills of exchange and other negotiable securities; 

(e) the investing of the funds of the Bank upon any of 
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the securities specified in sutMrIauses (i) to (ili) of clause (a) and 
converting the same into money which required; and altering, 
converting and transporting such investments for or into others 
of the investments above specified; 

(f) the making, issuing and circulating of bank-postbills 
and letters of credit ( * ♦ ) to order, or otherwise than to the 
bearer on demand; 

(g) the buying and selling of gold and stiver whether co¬ 
ined or uncoined; 

(h) the receiving of deposits and keeping cash accounts on 
such terms as may be agreed on; 

(1) the acceptance of the charge of plate lewels titledeeds 
or other valuable goods on such terms as may be agreed on; 

(j) the selling and realising of all propertv whether move- 
able or immoveable, which may in any \vay comt* into the po¬ 
ssession of the Bank in satisfaction or part-sati->faclion of any 
of its claims, (and the acquisition and holding of, and generally 
the dealing with, any right, title or interest) in anv property, 
moveable or immoveable, which may be the Bank’s security for 
any loan or advance or may be connected with any such security); 

(k) the transacting of pecuniar}’ agency business on com 
mission and the entering into of contracts of indemnity, sure¬ 
tyship or guarantee with specific security or other\^ise); 

(l) (the administration of e.states for any purpose, whether 
as an executor, trustee or otherwise) and the acting as agent 
on commission in the transaction of the following kinds of busi¬ 
ness, namely:— 

(i) the buying, selling transferring and taking charge of 
any securities or any shares in any public company; 

(ii) the receiving of proceeds whether principal, interest or 
dividends, of any securities or share; 

(iii) the remittance of such proceeds ( *■ *) by public or 
private bills of exchange, payable either in India or elsewhere; 

(m) the drawing of bills of exchange and the granting of 
fetters of credit payable out of India; 
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(n) the buying ( * * ) of bills of exchange payable out 
of India at any usance not exceeding (nine months in the case 
of bills relating to the financing of seasonal, agricultural opera* 
tions or six months in other cases); 

(o) the borrowing of money ( * ^ ) for the purposes of 

the Bank’s business, and the giving of sccuritv for money so 
borrowed by pledging assets or otherwise. 

(p) the subsidizing from time to time of the pension funds 
of the Presidenev Banks; and 

(q) generally, the doing of all such matters and things as 
ma)’ be incidental, or subsidiary to the transacting ot the vari- 
oiH kinds of buMnet>s (incladiug loreign exchange business) here¬ 
inbefore specified. 

Pait il. 

Business which the iank is not aulnoriseJ to carry out 
or transact. 

The Bank shall not transact an) kind of Banking business 
other than those specified in Part I and in paiticular— 

(1) It shall not make any loan or advance— 

(a) for a longer perwd than six iiinntlis (except as pro¬ 
vided in cl (x) and Cl (n) of Part i), e>r 

(b) upon tiic secuntv of stock or shares of the Bank, or 

(c) save in the case of the estates in clause (c) of Part I, 
upon mortgage or in any other manner upon the security of 
any immoveable property, or the documents of title relating thereto. 

(2) The Bank shall not (eveept upon a security of the kind 
specified in sub-clauses (i) to ^iv) of ciau.-e (a) of Part I) dis¬ 
count bills for any individual or partnership firm for an amount 
exceeding in the whole at any one time such sum as may be 
prescribed or lend or advance in any w'ay to any individual or 
partnership firm an amount exceeding in the whole at any one 
time such sum as pay men so prescribed; 

tS) The Bank shall not discount or buy, or advance and 
lend, or open cash-credits on the security of any negotiable 
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instrument of any individuals or partnership firm payable in the 
town or at the place where it is presented for discount, which 
does not carry on it the several responsibilities of at least two per¬ 
sons or firms unconnected wiifi each other in general partnership. 

(4) The Bank shall not discount or buy or advance and 
lend or open cash credits on the security (if any negotiable 
security ( not being a security in which a trustee may invest 
trust money under Section 20 the Indian Tricsts Act I}s82) (or 
tiie corresponding provLsion.'> for the time being in force in 
Burmai having at the date of the propo.<ed transaction a longer 
period to run that (nine monlli.> it a bill dra.vn tor the purpose 
oi financing seasonal agiicultiiral opeia*ion« and six months in 
other case-) or, it diawn after sight, drawn t( r a longer period 
that t^nine months if a bill d*‘a\vn for the puipose ot financing 
seasonal {igiiculliiial < peratu i.s and six months in other cases). 

Provided tliai nothing in this Part slia'l tie deemed to pre¬ 
vent the Bank fro.ii allo.ving anN person who keeps an account 
with the Bank t<* overdraw such account without .security, to 
such extent as may be prescribed 

SCtlEDLILE II. 

Kegulations of the Bank. 

t Sec Section 22) 

I Share Certilica'cs.-Bv^rv pers m who.>e name is entered 
as a shareholder m ine register of sliareh 'Ider^ shall without 
payment be entitled to a certificate under tlie common seal of 
the Bank (or if the certificate relates to shares registered in a 
branch register under the ofiicial seal of the Bank) specifying 
the share or shares held bv him and the amount paid up thereon: 
Provided that, in respect of a share or shares held jointly by 
several persons, the Bank shall not be bound to issue more 
than one certificate, and delivery of a certificate for a share to 
one of several joint-holders shall be sufficient delivery to all. 

Lien. 

2. Bank’s lien on shares—The Bank shall have a lien on 
every share (not being a fully paid share) for all moneys 
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(whether presently payable or not) called or payable at a fixed 
time in respect of that shard, and the Bank shall also have a 
lien on all shares standing registered in the name of a single 
person for all moneys presently payable by him or his estate 
to the Bank. The Bank’s lien, if any, on a share shall also 
extend to all dividends payable thereon 

3. Power to sell for default;—The Bank may sell in such 
manner, as it thinks fit any share on which it has a lien, but 
no sale shall be made unless some sum m respect oi which the 
lien exists is presently payable, nor until the expiration of four¬ 
teen days after a notice in writing stating and demanding 
payment of .^uch part of the amo mt in respect of which the 
lien exists as is pivsentl) payable, lias been gi\en to the regi¬ 
stered holder fvir t'le tune being of the share, or to the person 
entitled by reason ot !ii:> death or insolvtiKy to the share 

4 Disposal oi proceeds ni ;,jlei..—«I he proceeds ol the sale 
shall be applied iii pa\nient such part of the amount in 
respect of winch the hen exist.-, as is presently payable, and 
the residue shall (.‘-ubiect to a like lien for sums not presently 
payable as existed upon tiie sliarts prior to the sale) be paid 
to the person entitled to tlie shares at the date of sale. The 
purchaser shall be registered as the holder of the shares, and 
he shall not be bound to see to the application of the purchase 
money nor shall his title to the shares be atfected by any 
irregularity or invalidity in the proceedings in reference to the 
sale. 

Calls on shares. 

5. Calls.—The Bank may, from time to time, make calls 
upon the shareholders in respect oi any moneys unpaid on their 
shares, provided tliai no call sliuil exceed one-fourtli of the 
nominal amount of the share, or be payable at less than two 
months from the last calls; and each shareholder shall (subject 
to receiving at least two months notice specifying the time or 
times of payments) pay to the Bank at the time or times 
so specified the amount called on his shares. 

6 . Liability of joint-liolders.—The joint-holders of a share 
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shall be jointly and severally liable to pay all calls in respect 
thereof. 

7. Liability to pay interest on unpaid calls,—If a sum called 
in respect of a share is not paid before or on the day appoin* 
ted for payment tliereof, the person from whom the sum is due 
shall pay interest upon the sum at the rate of ten per cent, 
per annum from the day appointed for tiie payment thereof to 
the time of the actual payment, but the Central Board shall 
be at liberty to waive payment of that inteiest wholly or in 
part 

Transfer and transmission of shares. 

8 . Execution f>f tran.^fers.--The instrument of transfer of 
any share in the Bank shall be executed botn by the transferor 
or transferee, and the transferor shall be deemed to remain 
holder of the share until the name of the transferee is entered 
in the register of shareholder.^ in respect thereol. 

Form of transfers —Shares in the Bank shall be trans¬ 
ferred in the following Form, or in any usual or common form 
which (Bank) shali approve-- 

1, A. B., of in consideration of the 

sum of Rupees paid to me by Q. D. of 

(hereinalter called the said transferee ") do hereby trans¬ 
fer to the s'l'J transferee ihe share ( or shares ) numbered in 
the Imperial Bank of India to hold unto the said transferee, his 
executors, administrators and assigns, subject to the several 
conditions on which I held the same at the time of the execu¬ 
tion thereof, and I the said transferee, do liereby agree to take 
the said share (or shares) subject to the conditions aforesaid. 

As witness our hand the day of 

Witness in the signature of, etc. 

10 . Power to decline to register transfers,—The Bank may 
decline to register any transfer of shares, not being fully paid 
shares, to a person of whom it does not approve and may also 
decline to register any transfer of shares on which the Bank 
has a lien (or any transfer of shares to any person who is s 
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minor or has been found by a Court of competent jurisdiction 
to be of unsound mind or to or in the name of any firm). The 
Bank may also suspend the registration of transfers for any 
period during which it has under the provision of this Act 
directed that the registers shall be closed. 

The Bank may decline to recognise any instrument of tra¬ 
nsfer unless— 

(a) a fee not exceeding two rupees is paid to the Bank in 
respect thereof; and 

(b) the instrument of transfer is accompanied by tlie cer¬ 
tificate of the shares to which it relates, and such other evide¬ 
nce as the bank in'i\ reasonably require to sliow the right 
of the transferor to make the irans-fer. 

(in The executors or administrators of a deceased sole, 
holder of a share the holder of a Succession 
lUceased '>haie- certificate Tssucd Under part X of the Indian Su- 
lioldere. ccession Act 1923, in respect of the share, and 

the person in whose favour a valid instrument 
ot transfer of the share was executed by the deceased holder 
during his lifetime, "hall be the onlv persons, who may be rec¬ 
ognised bv the Rank as ha\ing an^ title to the share. In the 
case of a share registered in the names of t^^ o or more holders, 
the survivors or SIir\ivor and, on the death of the last survivor, 
his executors or administrators or anv person wlio is the holder 
of a succession certiti«.ate in respect of such survivor’s interest 
in the share, and a person in whose favour a valid instrument 
of transfer of the sliare was executed b> such survivor, during 
liis lifetime, shall be the only person who may be recognised by 
the Bank as having any title to the share). 

12. Death or insolvency of shareholders.-Any person beco¬ 
ming entitled to a share in consequence of the death 
or insolvency of shareholders (or in consequence of a transfer 
by a deceased shareholder during his lifetime) shall, upon such 
evidence being produced as ma} be required by the Bank, have 
the right (subject to the provisions of Regulation 10), either to 
15 
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be registered as a shareholder in respect of the share or 
instead of being registered himself to make such transfer of the 
share as the deceased or insolvent person could have made (♦ ♦). 

13. Rights of persons acquiring shares on death or, insol¬ 
vency of shareholders.—Any person becoming entitled to a share 
in consequence of the death or insolvenc\ i>f the holder shall 
be entitled to the same dividends and other advantages to 
which he would be entitled if he were tSe registered holder of 
the share except that he shall not, before being registered as 
a shanli ildei in roMied of the share, be entitled in respect 
of it, to exercise an\ right conferred on a shareholder in rela¬ 
tion to meetings of the Bank 

Forfeiture of shares. 

14. Failure to pay call.—If a snaroholdcr fails to pay any 
call or instalment of a call on the da) appointed for pavnicnt 
thereof, the Central Board may, at anv tune thereafter during 
such time as any part of such call or instrument remains unpaid, 
serve a notice on him requiring payment of so much of the 
call or instalment as is unpaid, together with anv interest 
which may have accrued. 

1,5. Form of Notice —The notice shall name a furllier day 
(not earlier than the expiration of fourteen days from the date 
of the notice) on or before which the pavment required by the 
notice is to be made, and shall state that, m the event of 
non-payment at or before the time appointed, the shares in 
respect of which the call was made wilibc liable to be forfeited, 

16. Forfeiture of shares.—If the requirements of any such 
notice as aforesaid are not complied with an^ share in respect 
of which the notice 1 as been given mav at ant time thereafter, 
before the payment required b\ the notice h is been made, be 
forfeit'd by a resolution of the Central Board to that effect. 

17. Disposal of forfeited shan s.—A forfeited share may be 
sold or otherwise disposed of on such terms and in such man¬ 
ner as the Central Board thinks fit, and at any time before a 
sale or disposition the forfeiture may be cancelled on such terras 
as the Central Board thinks fit. 
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18. Liability of shareholders after forfeiture.--A person 
whose shares have been forfeited shall cease to be a shareho¬ 
lder in respect of the forfeited shares, but shall, notwithstanding, 
remain liable to pay to the Bank all moneys which, at the 
date of forfeiture, were presently payable by him to the Bank 
in respect of the shares, but Ins liability shall cease if and when 
the Bank receives payment in full of the nominal amount of 
the shares. 

19. Power to increase or reduce capital.— The shareholder.^ 
of the Bank may, bv special resolution «) increase or (and 
with the previous sanction of the Central Government) reduce 
the capital of the Bank; 

Provided that on such special resolution shall be deemed 
to have been passed, unless at least one-third In number of 
the shareholders holding at least one hall of the paid-up cap. 
ital of the Bank for the time being, be present in person or by 
proxy, and the inaiority of such shareholders have voted either 
by show of hands or by poll, as the case may be, in favour of 
the .said resolution. 

20 Proceduie on resolulum to increase capital.—^Whenany 
.'•uch special resolution to increase the capital has been passed, 
the Central Bfiard mat subject to tlic provisions of this Act 
and to the ‘■peoal directions (if any) given in reference thereto 
by the meeting at which suvh resolution has been passed— 

(a) make sucli ordets as it thinks tit for the opening of 
subscriptions bv the shareholders towards such increase of 
capital; 

(b) allow to such shareholders iuch period to fill up the 
subscriptions as it thinks fit: 

(c) direct the manner in which the shareholders shall sub¬ 
scribe and pay into the Bank the proportions or new capital 
which they may respectively desire to subscribe; and 

(d) make such orders as it thinks fit for the disposal and 
allotment of the amount of new capital that may not be subs¬ 
cribed for and paid up in the manner aforesaid. 
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21. New Shares.—Any new shares shall be subject to the 
same provision with reference to the payment of calls, lien, 
transfer, transmission, forfeiture and otherwise as the shares 
in the original capital. 

22. Procedure on resolution to reduce capital.—When any 
such special resolution to reduce the capital ha'« been passed 
the Central Board may (subject as aforesaid) determine the 
manner in which the reduction shall be earned into effect. 

Meetings of shareholdeis. 

23. (I) Annual General Meeting.—On thetirsl .Monday of the 
month of August in everj' year, or as siuin alter such day as 
is convenient, a general meeting shall be held at such time and 
as such town where there is local Ik ad i>tfice of tne Bank as 
shall from time to time be prescribed b\ the Central Board, at 
which meeting the Central Board shall submit to the shareho¬ 
lders a (balance sheet) of the Bank made up to tne preceding 
thirtieth day of June: 

Provided that such general meeting shall not be held on two 
consecutive occasions at any one town in which there is a local 
head office of the Bank. 

(2) A notice conve.iing such mtcting, signed by ^^the Mana¬ 
ging Director or Deputy Managing Directoi) shall be published 
in the Official Gazette and in such mannei as the Central Board 
may direct at least fifteen days before the meeting is held. 

24. (1) The Central Board shall convene a special meeting 
on the requisition of any three Directors or of not less than 

one hundred shareholders holding shares whether 
Si eoial meetings fully paid up or otherwise of the aggregate 
amount of not less than five thousand rupees, 
upon which all calls or other sums due have been paid, if 
such requisition is signed by the requisitions and addressed to 
the Managing Director or Deputy Managing Director and contains 
a statement of the object of the proposed meeting 

(2) The requisition may consist of several documents in like 
form, each signed by one or more of the requisitions. 
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(3) Six days* previous notice oi any such meeting shall be 
given by the Central Board under the hand of not less than three 
Directors, and such notice shall stale the purpi'^e fur which 
the meeting is convened and the time and place of such meet¬ 
ing. and shall be advertised in the Onicial Gazette and in not 
less than three daily ne\». •%papers or \/tiKh oiieslii'll be a news¬ 
paper published in the vemacuhir 

Provided that not less than tlirt.e inontlis’ ni ti shall be 
given of any special meetiii‘j field for the purpose of increasing 
or reducing the capital of tiie liank 

(4) The place of such meeting sl.all oe tne place wnere 
the head office of It e Bank situated at the tune of the 
meeting. 

(5) It the Ccntial Boatd does not pioceccl iMiinn dl days 

from the liatc ol deposit of me requisition reterred lo m sub¬ 
sections (1) and v-) cause a meeting to be called, the 

requisitions, or a majontN ot them in value, may themselves 
call the meeting, but in either case an\ meeting so called 
shall be held within three monliis horn the date ot deposit of 
the requisition). 

25. (I) Quoumi—No biL-niess shall be transacted at any 
meeting, whether general or spitial unless a quorum of two 
hundred shareholders, in person oi b\ proxy, is present at the 
commencement of such busines- 

(2) If within one hour fioin the time appiiinted for the 
meeting, a quorum is not picsent, the meeting, if convened by 
shareholders not being (Diicctors) shall be dissolved, in any 
other case, it shall stand adjourned to the same day in the 
tollowing week at the same time and place, and if at such adjourned 
meeting a quorum is not present the shareholders who are 
present shall be a quorum 

26. (I) Decision b) majontv of votes.—Save a^ is otherwise 
provided in this Act in regard to resolutions for the increase 
or reduction of capital or for the removal of a (Director) every 
election and every matter suomitled to a meeting, whether 
general or special, shall be decided by a majority of votes. 
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(2) No shareholder shall be allowed to vote at any such 
meeting in respect of any share acquired by transfer, unless 
such transfer shall have been completed and registered at 
least three months before the time of such meeting. 

^3 No shareholder shall be entitled to vote at any meeting 
in respect of any shares held b> him alone or jointly, whilst 
any call due from nun alone or jointly remains unpaid. 

27. Power to declare resolution earned bv show of hands.— 
Save as otherwise provided in this schedule a declaration by 
the chairman of any meeting, that a residution has been carried 
or rejcctCQ thereat upon a show of hands, shall be conclusive, 
and an entry to that effect in the book of proceedings of the 
Bank shall be suhicient evidence of that fact, without proof of 
the number or proportion ot the votes recorded in favour ol, 
or aga.nst, such resolution.-, unless, immediately on such decla¬ 
ration, a poll be denianded in writing by ten shareholders present 
and entitled to vote at such meeting. 

2S. Poll to be taken, if duly demanded—If a poll be duly 
demanded, it shall be taken either at nnee or at sucli time 
and place and, save as otherwise provided in this Act, eilhcr bv 
open votes or by ballot, as ihe chairman directs, and the result 
of the poll shall be deemed to be the resolution of the meeting 
at which the poll, was demanded 

29. Proceedings and resolutions at meetings to he binding.— 
The proceedings at any meeting and all resolutions and decisions 
of such meeting shall be valid and binding on the Bank so far 
as such proceedings, resolutions and decisions are consistent 
with the provisions of this Act. 

Voles of Members. 

30. Votes.—On a show of hands every shareholder present 
in person shall have one vote. On a poll every shareholder 
shall have one vote for every four shares of w'hich he is the 
holder. 

31. Votes of joint-holders.—In the case of joint-holders the 
vote of the senior who tenders a vote, whether in person or 
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proxy, shall be accepted to the exclusion of the votes of the 
other joint'holders; and for this purpose sei.iority shall be 
determined by the order in which Ihe names stand in the 
register of shareholders. 

^2. Votes on behalf of lunatics and minors — \ shareholder 
of unsound mind, or in respect of whom an order has been 
made by any Court having juri iiction in lunacy, may vote, 
whether on a show of hands, or on a poll bv his committee 
or other legal guardian, and a shareholder wno a minor may 
similarly vote by hiS guardian and aii\ such comimtiee or guar¬ 
dian may, on a poll vote by prow 

33 Shareholders in default.—No '-harehold.T shall be 
entitled to vote at an\ general meeting unless all rails or other 
sums presently pa\able bv him in respect ot shart»in the Hank 
have been paid. 

.U. Poll.—On a poll \.)ie i)ia\ be given eiiher personally 
or bv proxv. 

35. Form of proxies.—'I lie instrumeni appointing a proxy 
shall be in wnting under the hand of tin appointei or of his 
.ittorne\ duly authorised in writing. No person shall act .as a 
proxy unless he is entitled on Ins imni behalf to be present 
and vote at the meeting at which he act' as a proxy, or he 
has been appointed to act al that meeting as pr^ixy for a 
corporation. 

36. Deposit of proxies.—The instrument appointing a proxy 
and the power of attorney or other authority (if any) under 
which It is signed, or a notarialK certified copy of that power 
<'f authority (or, in the case of a power of attorney previously 
deposited and registered with any local head office, a certificate 
of the secretary of such local head ottice as to such deposit 
and registration), shall be depo.sited at the head office of the 
Bank in the place where the iiieetliig is to be held not less 
than ninety-six hours before the time for holding the meeting 
at which the person named in the instrumeni proposes to vote, 
and in default the instrument of proxy shall not be treated 
as valid. 
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Local Meeting. 

37, Annual Local meeting.— A general meeting of the share¬ 
holders on a branch register shall be held once in every year 
at the local head office of the Bank at which the branch 
register is kept. It shall be held on such date as the Central 
Board may direct. 

38. Procedure at Local meeting.—The foregoing provisions 
of this Schedule as to the convening of general and special 
meetings and procedure at meetings shall so far as may be, 
apply to local and special local meetings of the shareholders 
on a branch register: 

Provided that references in the said provisions to share¬ 
holders shall he deemed to be references to shareholders on the 
Branch register, and references to (Directors the Managing 
Director or Deputy Managing Director) and the Official Gazette 
shall be deemed to be references, rcspectivi ly, to the members 
of the Local Board, secretaries and to the local Official Gazette- 

Provided, further that ten or more shareholders holding 
sha’-es to tl’e aggregate amount of fift\ thousand rupees iiia) 
convene a specal local meeting and that the number of share¬ 
holders to .onstitute a C|iiorum and to demand a poll m the 
case of a local meeting shall be rcspectivelv, twenty and five. 

Qualifications and di-qualificatims of (Directors) and others, 

.39. (I) Qualification-) and disqualifications of Directors and 
the members of Local B<*ord.—No pe’’''(tn shall be qualified to 
serve as a (l>irectort or as a member of a Local Board who 
is not a holder in liis own right of unencumbered shares of 
the Bank, to the nominal amount of ten thousand rupees at 
the least: 

Provided that this provision shall not apply in the case of a 
person who is an officer of the Bank or is nominated ( * * ) 
by the Central Government. 

(2) No person shall be qualified to serve as a Director or 
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as a member of a Local Hoard— 

If lie holds the office of director, provisioiial director pro¬ 
moter, agent or manager of any joint-stock bank established 
or having a branch or agency in British India (or British Burma) 
or advertised as about to be established or to Itavc a branch 
or agenc}' in British India (or British Burma); 

fVovided that this disqualification shall not apply to any 
person being u director of a jointstock bank, who may be no¬ 
minated as a (Director under the provision of clause (lii) of 
sjib-scction (1) oi of Section 2S, or 

It he is a salaried officer of (The Crown) not ^pecialIy 
authorised bv this Act or by the Central Government to serve 
ns a mciiibei ; 

(and the Oftice of a Director) or a member of the Local 
15i>ard shall be \aciled -- 

if the person holding it resigns his office or died; 

if he accepts or holds any other office of profit under 
the bank ; 

if he becomes insolvent or bankrupt, or compounds with 
hii. creditors ; 

if he ks declareil lunatic, or becomes of unsound mind; 

if he is absent from the Central Board or the Local Board, 
as the case may be, for more tlian six consecutive months; or 
if he ceases to hold in his own right the amount of shares 
required to qualify him for the office. 

(3) No two persons who are partners of the same merca¬ 
ntile tirni; or arc directors of the same private company, or 
one of whom is the general agent of, or holds a pow'er of 
procuration from the other, or from a mercantile firm of which 
the other is a partner, shall be eligible or qualified to serve 
as members of the Central Board or (,of the same Local Boaid) 
at the same time. 

Removal of (Directors) and member of the Local Boards. 

40. Removal of Directors.—The shareholders may, by a 

16 
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special resolution passed by a majority of the votes of share* 
holders holding the aggregate not less than one half of the capital, 
remove any (Directors other than a Director nominated by 
the Central Government) before the expiration of his period of 
office, and appoint, in his stead, a qualilicd person, who shall 
in all respects stand in Ins place. 

41. K6mo\al of member of Local board—1'he shareho¬ 
lders on a branch register mav by a special resolution passed 
by the votes of shareholders holding in the aggregate not less 
than one-half of the capital on the branch register; remove 
any member of the Local Board befoie the expiration of his 
period of office, and appoint, in his stead, a qualified person 
who shall in all respects stand m Ins place 

Meetings of the Central Lioard. 

4^. (I) Meetings of Central Board.—Meetings of the Central 
Board shall be convened not less than once m every (four) 
months by (the Managing Director or Deputy Managing Director) 
and a meeting ot the Central Board shall be held once at 
least in every rear (at each of the local head otnccs establi¬ 
shed at Calcutta, Bombay and Madras : 

Provided that not less than four meetings shall be convened 
by the Managing Director or Deputy Managing Director in 
every year). 

(2) Any Ix)cal Board may require (the Managing Director 
or Deputy Managing Director) to con\ene a meeting of the 
Central Board at any time and (the Managing Director or 
Deputy Managing Director) shall forthwith convene a meeting 
accordingly 

(3) Four (Directors) entitled to vote shall form a i|uorum for 
the transaction of business. 

(4) At each meeting of the Central Board, the (Directors) 
present shall elect from among themselves a chairman for 
such meeting, who, if he is entitled to vote, shall have a second 
or casting vote in all cases of an equal division of votes. 
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Local Boards. 

43. (1) Term of office and number of members of Local 
Boards.—At the first general local meeting after the comme¬ 
ncement of this Act, and at the annual general local meeting 
thereafter, the two members of the Local Board who have been 
longest in the office as members thereof shall go out of office. 
The vacancies shall be filled by election at a general or special 
local meeting, 

(2) Any member so retiring may be rc-elected, and if any 
que.stion arises as to which of the members who have been the 
same time in office shall retire, the question shall be decided by 
the Local Board bv ballot. 

(3) Subject to an\ bye-laws which may be prescribed, the 
number of members of any Local B lard may be varied by a 
special ]c(.al resolution. 

(4) Three of the members of the Local Board shall form 
a quorum for the transactio.i of business. 

(3) Meetings of a Local Board shall be convened by the 
President, Vice-president, or in their absence, the senior member 
of the Board, whenever he thinks fit. 

4J. (1) President, Vice-president and Chairman. (1) At the 
first meeting of the Locil fioatd w'hicli takes place after the 
first meeting of the Central Board in each vear, the Local Board 
shall elect from among its members a president and a vice- 
president and the elected director referred to in clause (ii) of 
sub-section (1) of Section 2<S. They shall continue in their res* 
pective offices until the first meeting of the Local Board after 
the first meeting of the Central Board in the following year, 
and, whenever the office of the president or vice-president or of 
such elected Director becomes vacant, the Local Board shall at 
its next meeting elect a successor w'ho shall hold offices for 
the unexpired portion of the period for which tiis predecessor 
was appointed). 

(2) The president or, in his absence, the vice-president shall 
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be cliainnan of all meetings of the Local Board (at all general 
or special meetings held in the town where the Local Board is 
established) and at all general or special local meetings): 

Provided that, ii both the president and \ ice-president be 
absent at any meeting, the persons present at sUwh meeting shall 
elect a chairman from among (the member of the local board 
present). 

(»f) The chairman sliall have a second or casting vole in 
all cases of an equal division of \oles, 

45. (1) Vacancies.—Any vacanc\ occurimgon a Local Board 
by the death, ••esignation or disqualificati m (\ anv nicmbcr 'ball 
be filled up by the remaining members icho hall c,o opt a duh 
qualified person to fill the vacancy. 

(2) Any member so appeinted shall be con'iderod to have 
held office fiom the date on which the mtiiibi r m whose place 
he is appointed w'as elected or, when such member was appoi¬ 
nted under this clause, from the date on wdiidi his mediate or 
immediate predecessor was elected, a> the case ma\ be. 

General provisions as to Central & Local Boaids. 

46. Proceedings of Toards not imahdatvcl In \ acancies. - No 
act or proceeding of the Central Board tliall be invalidated 
merely by reason of the existence of a \a>,a*Kv <’i vacancies 
among its (Directors) or members. 

47. Acts of members of Board.? valid iiotwitliitaiidmg .sub* 
.‘sequent discovery of d squalification.— Ml a ts done bv any per¬ 
son acting in good faith as a (Director) (t as a member of 
Local Board shall be as valid as if he was a member of the 
Central or Local Board, as the case ma\ be, notwithstanding 
it be afterwards discovered that there was some defect in his 
appointment or qualification. 

48. (1) Indemnity Members of Boards.—Lvery (Director) 
and every member of a Local Board .<«hall be indemnified by 
the Bank against all losses and expenses incurred by him in 
or about the discharge of his duties except such as happen 
from his own wilful act or default. 
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(2) A ( Director) shall not nor shall be ? member of a 
I.ocal Board be responsible for any other (Director) or member 
of for any office or servant of the Bank or fur any loss (»r 
expense happening to the Bank by the insufficiency or deficie¬ 
ncy of value of, or title to, any property or security acquired 
or taken on bclialf of the Bank, or bv the insolvency, bankru¬ 
ptcy or wrongful act ('.f any cintoiner or debtor of the Bank, 
or by am thing done in the execution of t!ie duties of hi-^ office 
()! in relation thereto, or otherwise than for ifisowii wilful act 
01 default. 

The Seals. 

49. (1) Common seal—The comnnm seal of the Hank shall 
not be affixed to anv instrument except in the prc'-ence of 
atlea.st three (DirecUv.^) including tllie Managing Director or 
Deputy Managing Di.ector) who vlial! sign their naine^ to the 
inslruiiicnl In token (9 tlieir prestUvC, and .-uch .signing shall 
be independent of the signing of anv peisim who may sign 
the instrument as a witness. I nless so iigiied a.s aioresaid, 
‘ikli inslruniont sliall be of no validitv. 

(2) I'he r>ank shall liave foi use b\ the l.ocal Boards at 
Calcutta, Madras and Honibav, and max ha\e t(>r the u>e of 
otlier Local Boards e.-tablMied imxier this Act, oiticuil seals 
which shall be fasciinihes of tlic comnum .seal ot the Bank with 
the addition of the n.Tme of the kval head otficc where it is 
to be used. 

(o) The official .seal shall be affixed to the cortificati*s 
issued in respect of any siiares entered in tlie branch registers 
kept at those places and mav be used for such other purposes 
as may be prescribed. 

(4) An instrument to xvbieli an ('fficial seal is diily affixed 
sliall bind the Bank as if h has been .scaled wit!) the common 
seal of the Bank. 

(5) An official seal shall not be affi.xed to any instrument 
except in the presence of at least two members of the Local 
Board and the Secretary (or Deputy Secretary) who shall sign 
their names to the instrument in token of their presence, and 
•''Uch signing shall be independent of the signiiig of any person 
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w?io may sign the instrument as a witness. Uness so signed as 
aforesaid such instrument shall be of no validity. 

Officers of :the Bank. 

50. Appointment, salaries, suspension and removal of offi¬ 
cers.—The Central Board and subject to the provisions of 
this Act, tne Local Boards shall have power— 

(a) to appoint such officers and servants as may be nece¬ 
ssary to conduct the business of the Bank. 

(b) lo grant salarie.«>, pensions and other emoluments to 
such officers and servants, (and to grant gratuities or other 
financial assistance, cither temporary or permanent, to widows, 
children and other dependenib of deceased officers or serva¬ 
nts ; and 

(c) to suspend or remove any officer or servant of the Bank. 

51. Accounts, Receipts and Documents of Bank by whom 
to be signed.-Thc managing (Director and ^Deputy Managing 
Director) the secretaries and such other (employees) of the 
Bank as the Central Board may authorise in this behalf by 
notification in the Official Qa/ette arc hereby severally empow¬ 
ered for and on behalf of Hie Bank, to endorse and tiansfer 
promissor^ notes, slock receipts, stock debentures, shares, sec- 
urilie.s and documen's of title to goods, standing in the name 
of, or held by, the Bank and lo draw', acccjrt and endorse bills 
of exchange, bank post-bills and letters of credit m the cui re¬ 
nt and authorised business of the !5ank to sign all other 
accounts, receipts and documents connected w'ithsuch business 
(and to execute proxies lo vote at meetings on behalf of sharehol¬ 
ders from w'hom the Bank holds general powers of attorney). 

52. Officers forbidden to engage in other commercial bitsi- 
ness.--No ^\anaglng (Director) secretary, Inspector, Manager 
or accountant in the service of the Bank and, without the 
previous sanction of the Board, no Khazanchi cashier or shroff, 
in the service of the Bank and no agent, at any branch 
or agency of the Bank shall, engage in any other banking of 
commercial business, either on his own account or as agent 
for the sale or purchase of Government or other securities. 
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53. Security from Officci's.—Every person appointed to hold 
or act in any one or more of the said offices, and every other 
officer from whom the Central Board may think fit to require 
it, shall give security to the Bank for the faithful discharge ot Ins 
duly to the satisfaction of the Central Board in such amount and in 
such manner as it thinks proper. The security to be given as 
aforesaid by the person holding or acting in the office of 
secretary shall not be in a less amount than fifty thousand rupees. 

Accounts and dnidends. 

5 k (1) Books to be balanced twice a vear—The Central 
Board .shall cause llie books of the Bank to be balanced on 
eser\ thirty-first dav of 1 lecember and every thirtieth da> of June. 

(2) A statement of the balance at every %ucli period, signed 
bv a majority of the (Directors) shall be forthwith sent to the 
Central tjovernnient. 

^3) The statement of the balance shall contain tlie parti¬ 
culars and shall be in the form required by section 132 of the 
Indian Companies Act, 1913, and the provisions of that Section 
and of section 136 of the same Act, shall applv to the Bank 
in like manner as ihev apply to a banking company). 

55. (1) Dividends to be determined half-) early .—An account 
of the profits of the Bank during the previous half-year shall 
be taken on or immediately after every thirty-first day ofJ)ecem- 
ber and every thirtieth day of June, and a dividend shall be 
made as soon as thereafter as conveniently may be and the 
amount of such dividend shall be determined bv the Central Board. 

(2) No unpaid dividend shall beai interest as against the Bank. 

56. Transfer to Reserve —Central Board ma\, before de¬ 
claring any dividend, set a.side out ot the profits of the Bank 
i>uch sums as it thinks proper as a reserve or reserves which 
shall at the discretion of the Central Board, be applicable for 
meeting contingencies, or for equalizing dividends, or for any 
other purpose to which the profits of the Bank may be properly 
Applied, and pending such application may% at the like discre¬ 
tion, either be employed in the business of the Bank or be in¬ 
vested in any of the securities specified in sub-clause (i) of 
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clause (a) of part I of Schedule 1. 

57. Joint-holders.—If several persons are registered as 
joint holders of any share, any one of them may give effectual 
receipts for any dividends payable on the share. 

Audit. 

5fi. (1) Auditors. - Three auditors shall be elected and their 
remuneration li.xcd at the annual general meeting. The auditors 
may be sliarcholders, but no (Director) or member of a Local 
Board or other officer of the J5ank shall be eligible during his 
continuance in oftice. Any auditor sliall be eligible on quitting 
office for re-election. 

(2) Tne fir.st auditors of the Bank nia\ be appointed by 
the Central Board before the annual general meeting and if so 
appointed shall liold office oiilv until the first annual general 
meeting. All auditons eleUed under this clause sliall ^everallv 
be and continue to act as auditors until the fir.st general mee¬ 
ting after their rcspecti\e elections : 

Provided that, if any casual vacancy occurs in tlie office 
of aiiv auditor elected under tliis section (the vacancy may be 
filled by the Central Boaid). 

.5h. (K>\ernnicnt auditors.-\Vitlu)ut prejudice to anything 
contained m the foregoing proviskuis, the Central (lovernmcnt 
may appojnt such auditors as it thinks fit to e.vamine and report 
upon me accounts of the Bank. 

6h. (1) flights and duties of auditors—Kvery auditor shall 
be .supplied with a copy of the half-yearly balance sheet, and 
it shah be liis duty to e\aniine the same, with the accounts 
and \ouchers relating thereto. Lvery auditor shall have a list 
delhered to liiin oi all books kept by the Bank, and shall at 
all reasonable time have access to the books, accounts and 
other documents of the Bank, and may, at the expense of the 
Bank if appointed by it and at the expense of the Central 
Government if appointed by it, employ accountants or other 
persons to assist him in investigating such accounts, and may, 
in relation to such accounts, examine any (Director) or any 
member of the Local Board, or and officer of the Bank. 
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(2) The auditors shall make a report to the shareholders 
or to the Central Government, as the case may be, upon the 
annual balance-sheet and accounts and in every such report 
they shall state whether, in their opinion, the balance-sheet 
is full and fair balance-sheet containing the prescribed particul¬ 
ars and properly drawn up so as to exhibit a true and correct 
view of the state of the Bank’s affairs, and in case they have 
called for any explanation or information from the Central 
Board, whether it has been given and whether it is satisfactory. 
Any such report made to the shareholders shall be read with 
the report of the Central Board at the annual general meeting. 

00-Notwithstanding anything contained in this Act or in 
Section 271 of the Indian Companies Act 1913, 
Liquiduiiori. jf the shareholders of the Bank pass a special 
resolution that the Bank be wound up volunta¬ 
rily under the provisions of the Indian Companies Act 1913, the 
Bank shall be wound up m accordance with the provisions of 
that Act with regard to the vi»luntary winding up of a company. 

Provided that, for the purposes of this section, no such 
special resolution ‘•hall be deemed to have been passed, unless 
at least one-third of the shareholders holding at least one-half 
of the paid up capital of the Bank for the time being be pre¬ 
sent in person or by pr()xy and a majority poll by open voting 
in favour of the said resolution and such resolution is there¬ 
after confirmed by a majority of the shareholders at a subse¬ 
quent special meeting held at an interval of not less tlian 
two months or mure than tliree months from the date of the 
meeting at which the resolution was lirst passed 

Notices. 

61, (1) Service.—A notice mav be given by the Bank to 
any shareholder either personally or by sending it by post to 
him to his registered address or (if he has no registered address 
in British India (or British Burma) to the address, if any, within 
British India (or British Burma ) supplied by him to the Bank 
fur the giving of notice.s to him. 

(2) Where a notice is sent by post, service of the notice 
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shall be deemed to be effected by properly addressing, prepaying 
and posting a letter containing the notice, and unless the con¬ 
trary is proved, to have been effected at the time at which the 
letter would be delivered in the ordinary course of post, 

62. A shareholder w lio has registered address in India (or 

Burma) and has not supplied to the Bank an 
Absence ot legi- address for the giving of notice to him shall not 
t-teiwl be entitled to any notice, notwithstanding any¬ 

thing contained in this Act. 

63. Notice of joint-holders.—A notice mav be given by 
the Bank to joint-holders of a share by giving the notice to 
the joint-holder named first in the register in respect of the 
share. 

64. Notice to legal representative Any notice given in 
accordance with the foregoing provisions shall be deemed to 
have been duly given notwithstanding that the shareholder be 
then deceased and whether or not the Bank had notice of his 
decease, and shall in that event, dcemed*to be a notice to his 
legal representative. 

65. Service of Notice on Bank.—A notice may be served 
on the Bank bv leaving it at, or sending it by roi>t to, any 
local head offi<wC of the Bank. 

(N. B. The following S. 41 of the Act, the Amending Act 
111 of 1834 is to be read along with this Act) 

4i. Notwithstanding any amendment made in the said Act 

bv this Act (III of 1034) in tegard to the manner 
'Icnipuijo Sivim; in which the Central Board shall be constituted 
otesistimj*'n*i5i the Central Board existing at the commence- 
Boaid ment of this Act, shall, until it has been re 

established in accordance with the said Act as 
amended by this Act, continue to transact business and shall 
have all the powers of the Central Board under the said Act 
as so amended. 



THE RESERVE BANK OF INDIA ACT. 1934 
ACl No. 11 or 1934. 


[6<A March, 1954 1 

An Act fo constitute a Reserve Bank of India. 

WHbKBAb it is expedient to constitute a Reset ve Bank for 
India to regulate tlie issue of t^ank notes uiiJ the keeping of 
reserves with a view to securing monctarv stability in India 
anJ generally to operate the cunency and credit system ot the 
country lo its advantage, 

An[) wiiERiAs in the present disorganisatiim of tue monetary 
systems of the world it is not possible to ULterinuie ''‘liat will 
be suitable as a periiiuiient basis t ; i iudirtw ii> iiietary 
system; 

But whereas itisexpeuient to make tempotary piuvision on 
the basis ot the existing monetary system, and to leave the 
question of the monetary standard best suited to India to be 
considered when the international monetary positiim has become 
sufficiently clear and stable to make it possible to frame 
permanent measures; 

It is hereby enacted as follows 

CHAPTER 1 
PRELIMINARY. 

1. Short title, extent and commencement—(i) This Act 
may be called the Reserve Bank of India Act, 1934 
17 
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(2) It extends to the whole of British India, including the 
Sonthal Paiganas. 

(8) This section shall come into force once, and the 
remaining provisions of this Act shall come into force on such 
date or dates as the Central Government may, by notification 
in the (Gazette of India, app lint 

2. Definitions.—In this Act, unless there is anything 
repugnant in the subject or context,— 

(a) “ the Bank " means the Reserve Bank of India con¬ 
stituted by this Act; 

ip) "the Central Board " means the Central Board of 
Directors of the Bank; 

(bb)" foreign exchange ’* has the same meaning as in 
the f'oreign L'xchange Regulation Act, 1947; 

(t) " proNiiK'Cil co-operative bank” means the principal 
society in a Province ^hich is registered or deemed 
to be n.gislered utider the Co-operative Societies 
Act, lot? \llof lyl2' or any other law for the time 
being in force in British India relating to co-opera¬ 
tive societies and the primary object of which is the 
financing of the other societies in the Province 
which are or are deemed to be so registered: 

Provided that in addition to such principal society 
in a Province ,or wliere there is no such principal 
society in a Province the Provincial Government 
may declare any central co-operative society in that 
Province to be a provincial co-operative bank within 
the meaning of this definition; 

(d) ''rupee coin” means rupees which are legal tender 

in British India under the provisions of the Indian 
G>inage Act, 1906 111 of 1906; 

(e) "scheduled bank * means a bank included in the 

Second Schedule, 
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CHAPTSB ll 

INCORPORATION, CAPITAL. MANAOBHENT AND BUSINESS. 

3, Establishment and incorporation of Reserve bank. 

(1) A bank to bo called the Reserve blank of India shall 
be constituted f«>r the purposes of taking over the management 
of the currency from the Central Government and of: cariying 
on the business of banking in accorJanco with the provisions 
of this Act. 

<2) The Bank shall be a body corporate by the name of 
the Reserve Bank of India, having perpetual succession and a 
common seal, and shall b\ the ‘aid name sue and be sued, 

4. Capital of tiie Bank—i he capital ot the Bank shall 
be five crores of rupees 

NOTES . 

1 he following short dcu<unt o' the Unit.(] States federal Reserve Systeo) 
which bears some analogy to our central bar sing stem will be found useiul 
for appreciating the status and taact<o ui *he Reserve Bank of India. 
Ihore (U« twelve federal resc ve distr.tts wtib a federal reserve bank In 
each’'t The districts are; Boston, New York, Phiiadelphia, Cleveland. Ricb> 
mond, Atlanta. Chicago. St. Loiiia, Kansas Citv, Dallas and »an Francisco. 
The Preamble to the Federal Reserve Act runs os follows i-* To provide 
for the establishment of federal reserve banks, to fomish an elnstic 
currency, to afford means ol redisconnting commercial paper, to establish 
a more efiective supervision of banking lo the United States, and lor 
other purposes* The following bodies are engaged in administering the 
federal reserve system: Board of (jovernors. Federal Open Market 
Committee, 12 federal reserve banks and their 24 branches, and the Federal 
Advisory Connell. The members of the federal reserve system are all 
national banks and sndi slate banks and discount companies which have 
boon admitted to membership of the federal reserve system by the Board 
of Qovernors. The main differences between the American system and oar 
system can be summarised thus , (i) 1 he stock ol the Federal Reserve 
Banks is owned in America by the member banks In India nntil 1948 It 
was owned by private individuals aod from 1948 it is owned by the State, 
(ii) The Board of Governors under the Ameiican system is a wholly 
appointed body while our Central Body is partly elective and pnrtty 
appointed, (ill) The federal reserve banks corresponding to oor Local 

CD M U. V Statute 251, D. S. Code FiiIb 12 
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boards bare a mixed directorate partly appointed and partly elected, and 
In the latter tluss sone are representatives of member banks and others 
are representatives of industry, commerce or agneoUnre. There Is no 
representation in our l^cal Boardc for representatives of commerce or 
indostr>. Our Local Boards ate also partly elected and partly appointed. 

Capital of the Amerioan Fedoral Reserve Banks: 

The capital st^rk oi the American federal reserve banks is owned 
by member banks and may not be tiansferred or hypothecated. Every 
national bank ir tiic Lnited States subscribes to the capital stock of the 
reserve bank oi its district an amount equal to b percent of the sub¬ 
scribing bank’s paidup capital and surplus State banks and trust compa¬ 
nies which arc admitted to membership must subsciibe a similar amount. 
One hah of the iubs''r/ptioii is tally paid , the other hall is subject to 
call by ihc Boa id of (loverncrd No cal! lot payment oi the remainder 
had been mudi 

Caua<aa . Oruir.il x.>aia 

I be ca} itai OI tiie Hank oi Canat a is ,000000 dollars It is privately 
onned. Onty uri ish suDpctft residing In CanuJa can o«a shar*.s. Ihe 
maximbiii namocr ol shares which a cingle person can bold is dO, 
Directors, employees ofiicers etc ot cLertcreJ banks cannot become 
sharehoineis 

5. 5 ,—Onnttf i 

6. Officer, branches and aj^encics.— Ihe Bank shall, as 
soon .It. 111 . y b.. esiab'ish oifiees in Bfimoav, Calcutta Delhi 
and Madias and a btanch in L >nd n and tnay estahlisli branches 
or ager ctes m any < ther place in India., or with the preWous 
sanction uf the Central Government, elsewtieie. 

7. A.anagetnent -1) The Central Government may from 
time to time Qive such directions to the Bank as it may. after 
consultation with the Governor uf the Bank, cons der necessary 
in the public inieiest 

(J, Subject to .iny such directions, the general superinten¬ 
dence and direction of the affairs and business of the Bank 
shall be entrusted to a central Board of Dnectors which mav 
exercisi all powers and do all acts and things which may be 
.exercbed or done by the Bank. 
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(S) Save as otherwise provided in regulations made by the 
Central Board, the Governor shall have fall powers to transact 
all the business of the Bank which may be transacted by the 
Central Board. 

8. Composition of the Central Board, and term of 
office of Directors.—^1) The Central Board shall consist of 
the following directors, namely:- 

(a) a Governor and two Deputy Governors to be appoi> 
nted by the Central Government; 

four Directors to be nominated by the Central Gove¬ 
rnment, one from each of the four Local Boards 
as constituted by Section 9 ; 

u) six Directors to be nominated by the Central Gove¬ 
rnment ; and 

irf) one Government official to bo nominated by the 
Central Government, 

^2) The Governor and Deputy Governors shall devote their 
whole time to the affairs of the Bank, and shall receive such 
salaries and allowances as may be determined by the Central 
Board, with the /ipproval of the Central Government. 

(3) A Deputy Governor and the Director nominated under 
clause (ct) of sub-section <i may attend an> meeting of the 
Central Board and take part iii its deliberations but shall not 
be entitled to vote : 

Provided that when the Governor is absent a Deputy Gove¬ 
rnor authorized by him in this behalf in writing may vote for him. 

(4) The Governor and a Deputy Governor shall hold office 
for such term not exceeding five years as the Central Govern¬ 
ment may fix when appointing tiiem, and shall be eligible for 
re-appointment 

A Director nominated under clause (c) of sub-section (I) shall, 
subject to the provisions of sub-section (b), hold office for a 
perkxi of four years. 
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A Director nominated under clause (d) of sub>section (I) 
shall hold office durtn^r the pleasure of the Central Government, 

(5) No act or proceeding of the Board shall be questioned 
on the ground merely i»f the existence of any vacancy in, or 
any defect in the c )nstilution ot, tnc Board 

16 ) Out of the six Director^, first nominated tinder clause 
ic) of sub- section 1 > two shtdl retire at the end of one year, 
two at the end of two veftrs and t*ic last two at the end of 
three years, the Directors so to retire being determined by lot 

t?) A retiring Director snail be eligible f >r renomination. 
NOTES ; 

Board of Governors ander the ^iniiriciu I'tdcrnl 
Reservo System: 

1hu tioard consists oi < au* is •!, 'jui iJ< hv Uic i'lc <idtiU u. the 
U.S A by and with ihcadvic. 'iJ .oi n. of ,i<o li n<ii> the -ippoint- 
nients are niudc .o us to i is lU tuii r p , ii «'u> oi nuanciai, af>rlcul> 
tural, industnai, and lUuiiuruaL aiuo u . u pii (..t div sous of 

the countrv. No two lut u. er-, mn f« ic’j i,it s-arn ‘ fcJewil reserve 
district. The hoard <an cha..ge )ht r {u icnients con.-iniii,; rei-i^ives to ba 
maintdinea by iiieiiibtx bankt aijain t 1 eXtrts iiulueoLe over 

the credit conditions and bDpeiv<,»>^s teaeral lesarvi oa-ks anl member 
banks, for the purpose of pitvenl iig excessive use o* credit for the 
purchase or carr>ioj{ ot secunii , iho Uonii is .tuthorised to regoiate 
the amount ot credit (hat may be iDitially extended and subsequently 
maintained on any security (wUh certain exceptions) registered on a 
national securities exchange, ftie board is aithorised to make examin¬ 
ations of fedeiai reserve banks, to require statements and reports from 
such banks, to supervise the isnuc and rettrenioDi of federal reserve notes, 
to require the establishment or discontinuance of branches of federal 
reserve banks, and to exercise sop- rvistuu ovi.r all relationships and 
transactions oi those banks with foreign banks and bankers. Ihe Board 
of Governors reviews and loilow, the examination and supervisory acti¬ 
vities of the tederal reserve banks with a view to furthering coordination 
of policies and practic<.s, Ihe board has jurisdiction over the admission 
oi state banks and trust companies to membership in the federal reserve 
system. The torms of inimbersbip oi such backs and the establishment of 
oat of town branches by such banks arc also within the board's jurisdic- 
tkm. It has power to examine member banks and the affiliates of member 



R0Urve Bank of InHa Act 


13S 


See. 9 ] 


baoks aod it reoeires coadldon reports from them. It limits by isolation 
the rate of interest which ma^ be paid by member banks on their time 
and saTinn's bank deposit<«. It has authority to remore officers and directors 
of a member bank fni continued violations or the law or unsafe or 
unsound practices in conduriiug the buoln ss of sacb bank aud it may 
in its discretion suspend members»nks from the us** of credit facilities 
of the federal reserve system for making undue use of bank credit for 

speculative purposes or tor anv other pnrpoae inconsistent with the 

maintenance of sound credit cotidilions. Iht Board approves applications 
of national banks for anthority to set in o fidu'iary capai,ity , it may 
grant aulhontv 1(1 national htnks to < stablish branches in foreign countries 
or dependencies oi insular possessions o* the United stales or to invest 
in the stork of banks or coiporatiois cngiged in internathnal or foreign 
banking and it supervise* ihi uroanisu oi and activities of corporations 
organised under federal l<vi o engage n in< rna'toial or.oreigi banking 
Ibe Board isanthirised li it distteii n to l^s]‘ voting permits to bold' 
ing companv affihsti > n b ' htnirc lu in^ ii lu ‘o >'j the rt-Kk 

of such banks at any or all ii.'! ng >f bit hiders It mav is&tie genetal 

regnlalions p>fmittm> in( t’o km; • M > i ps n 'ey’ll a circamdances 
between member bank iJ o 'it uioi ^ di 4 m s ..on e or ’inJer 
the Clayton Ardiirn > ' * u >* 'j ».oi.^Mts 11 * (nler ll^trlct Settle¬ 
ment Fund BaUiue'- i 1 ui it rtst've btnis are & lUed 

in Washington Ihroi, ' i< ii u»d niibout physical 

shipments of turr-'r y «. 1 ‘i*sn s i't'oit 'rjakts semi¬ 
annual assessmcni upc ' *e rv > u*- m pnpo tion lo then capital 

stock and surplus 

Rncent Amendment to the F* der<st Reserve Act of America: 

This ameadment passid in 194^ p^rmi's any memberbank of the 
federal reserve system to buy or s^ll tti opc oarkei or in deals with the 
Iieasury Oovernment goarante d securities of value not more than 
5000C0OO0O dollars at any one tirai* 

9. Local Boards, their constitution and functions.-^) A 
Local Board shall be constituted for eacii of the four areas 
specified in the first schedule and siiall consist of five members 
to be appointed by the cdintrul Government lo represent, as far 
as possible, territorial and economic interests aud the interests 
of co-operation and indigenous banks 

(2) The members of the Local Board shall elect from amongst 
themselves one person to be the chairman of the Board. 


(1) If U S. COA 1941 88 Statw 730 
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(3) The members of the Local Board shall hold <^ce for 
a term of four years and shall be eligible for reappointment 

(4) A Local Board shall advise the Central Board on such 
•* matters as may be generally or specifically referred to it and shall 

perform such duties as the Central Board may delegate to it 

NOTES: 

Constttatioa of Directorate of Federal Reserve Banks : 

There are 9 directors. 3 Class A directors represent stockholding 
memberbanks 3 Class B directors roust be engaged in the district in 
oommerce, agriculture or some other industrial pursuit and must not be 
officers or directors or emplosees of any bank 3 Class C directors may 
not be officers, directors or employees of an> bank The 6 directors be- 
hmglng to classes A and B die elected by memberbanks and the 3 Class 
C directors art apoointed by the Bia'd u* tlt>ve''nofs Eich director holds 
office ior 3 years and the periods are so arranged that one director of 
each class retires each year One class C director is designated Chair¬ 
man of the geserre Bank and Belera' Rcserre Agent and in the latter capa- 
dty be maintains a locei office of the Board of Clorernors. Another Class 
C director is appointed by the Hoard of Oorernors as deputy chairman. 
Each Reserve Bank has a cbiei executive uiheer and a president who 
are appointed for 5 jear terms by the Board ot directors with the 
approval of the Board of Oovernors 

Fanctions of Federal Reserve Banks ' 

Reserve Banks are antborised to discount for their member oanks 
notes, drafts, bills of exchange and bill acceptances of short maturities 
arising out ot commercial, industrial and agricultural transactions and 
short term paper secured by the obligations oi the United States. 
Reserve Banks may make advances to their member banks npon their 
federal reserve notes for periods not exceeding 90 days upon secorlty 
direct obligations of the United States or paper eligible for discount or 
purchases, and of certain other securities tor periods not exceeding 15 
^ys. They may also make advances to member banks upon secorlty 
satisfactory to the reserve bank concerned for periods not exceeding 4 
months at rate of interest at least i to I percent higher than that 
applicable to discounts and advanoss of kinds mentioned above. In cer¬ 
tain exceptional circumstances and under certain prescribed oondltloas 
they make advances to groups of memberbanks. (See s. 17(4) and s. 18 
(1) of the Ressrie Bank of India Act. 1934). Under an amendnent to 
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the Federal Reserre Act approved on 19-6-34 reserve banks may grant 
credit accommodation to furnish working capital for establish-d industrial 
or commercial bnslnessess for periods not exceeding 5 years either tbrongb 
the medium of financing Institutions or in exceptional citcumstances directly 
to such businessess and may make commitments with respect to grant¬ 
ing of such accommodations. Subject to regnlattor.' of the lloara of CJover- 
nors reserve banks may make advances to individuals, paiincrships and 
corporations for periods not excel ding 90 days upon their promissory 
notes. In nnusal and except.one 1 circumstances when authority has been 
granted by at least 5 members ot the Koaro ot Uovern'irs reserve banks 
may al'o discount for individuals partneisnips and coiporalions under 
certain prescribed conditions notes drafts rod bills ot eicbai.gc of kinds 
and matirities made eligible foi discount by menibei oaiiks. ihe reserve 
banks issue federal reserve notes whict constitute the boU it '.he money 
in circulation. 1 hi se notes are obligations < t the United States and are a 
prior tier upon the aiset ol ibt issuing fc-dcrbl nseivi. bunk wtth the 
federal rt serve at»».nl of collar nd secijilties -ondsiiiu oi go J paper dis- 
countiii or piiicha<eJ ht the bank and direct obligations ot 'ou United 
btaUs Reserve natiks ate empowend to art as cledt>ag t> mses and aS 
collci'linj apent* (or member baiik<. and iiiidtr >.i'il'i.ii condilioijS (oi non¬ 
member Pank> in codection of cheques and otbci lt•stlQmcnts. ihey are 
anthcrlsid lo act as depc’sitrries and fiscci atjerN oi iht I .iited blaus 
and to ivercisc olher banking >unctions speuue.. n he t oct il Reserve 
Act. ibev pcriorm a mioibe'i <l iniporiaut it in tuts iii i 'ncitiin with 
the issue aia ledemplion < ‘ L. b cjonrni'int >*t*ifi.i- 
Other Organs uuclor the Fedtrul i.c^&ci've L'ybtei : 

Open Morlrtit Committee ; 

The Open Market Committee consists ot the Hoard of Governors plus 
5 representatives of Reserve Hanks ele(i.ed annually by the board of 
directors of certain specified reserve banks. No reserve bank may engage 
or decline to engage in open market operations except in accordance 
with the direction of and regulations adopted by, the Committee. Open 
market operations consist in the porebast and sale in the open market 
of obligations of the United States, certain other securities, bills of ex¬ 
change, and bankers’ acceptances of the kinds and maturities eligible for 
discount by the reserve bank. 

Federal Advieory Conneil : 

The Connell acts in an advisory capacity and confers with the Board 
of Governors on general bosiness conditions and making recommendations 
concerning matters within the Hoard’s ]orisdiction. U members are from 
each federal reserve district selected annnally by the board of directors 

18 
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61 the reserve bank oi that district. The Council meets at V/asbittg^ at 
least 4 t<mes a year and olUner if caikd by the Board of Qovernora 
Federal Deposit Insurance Corporation 

The functkos oi iht: Coiporation are(i) lo insuie deposits of all 
banks which are entitled lo the benefit of insurance under the law 
(ii) To pay off deposits ot insured banks closed without adequate provi¬ 
sion having been made to \ &\ ciaints of depositors (tii) To act as receiver 
for suspended natiouid bauk^ and to pievcollhe continuance of unsafe and 
unsound banking praciic^^. Tlu coipciaticn can also make loans to or 
purchase assets from i7isutt.d banks. Tl^e CorporatioM has three directors 
two of whom are appoinuc by the President of tht United States by and 
with the advice and roosi nt of the frenate for a 6 year term, and the 
third director is the Comptroller of Cutrency. One of the appointive 
members is the chairmixn. Not more than two members shall belong to 
the same political party II be pitnciple office of the Corporation is located 
at Washington and the district offices are located in Boston, New York, 
Columbia, Kichmond, Atlanta, >t. Madison, Chicago, St. Paul, Kansas 

City, Dallas, and San Prancisco. 'he capital of the corporation consists of 
150000000 dollars sub^crintd by the treasury and an amount equal lo ^ 
of the surplus on subscTibed by each federal reserve bank. Total 

amount of capital cn was K^92995S6 dollars. Provision has been 

made for the relirtiiu^rt vi all Jtock except 82604000 dollars. Nonmembers 
of the federal reietve :yM.m may become Insured upon application to and 
examination by the Cciporction approval by the board of directors. Upon 
the closing of the bank the claim i f each insured depositor is paid upon 
assignment to the Corporation by him of rights to dividens and recoveries 
on account. Depositors in 159 hazordous insured banks have been given 
full protection, and liuinieirupted bank service when with financial aid 
from the Corporation in the form of loans or purchases of assets these 
banks have been merged with solvent insured banks. Out of the 14234 
banks and trust companies operating in USA, on 31-12-37, 13403 were 
insured and of these 6920 belonged to the federal reserve system and 6483 
made application. In addition 194! 153 mutual savings banks were insured 
Banks which are not members of the federal reserve system are examined 
periodically. Member banks are examined with the written consent of the 
Comptroller oi currency acd stat^ banks with the written consent of the 
Board of Qovernors. 

10. Disqualifications of Directors and members of 
Local Boards.—?1) No person may be a Director or a member 
of a Local Board who- 

(1) Baeking Act 19311 (i6-6i33) as ooiended by Act of 1934. 1935, 1936, 1938f 

1942, 1943. <k 1347. 
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is a Salaried goveiniiif nt official or a salaried ofticial 
of a State in indiaM.or 

is, or at any time has bcim, iJjudicjk d an insolvent, 
or has suspendca pav^icai iia* compounJicd with 
his creditors, <ir 

is found lunatic </r becom iii unsound mind, or 

IS an ofticer oi * di ativ bink, f»r 

IS a Diieitioi oi a’i> bank otiter than a bunk which 
s a soti t«)>i Kict 1 uvcii'.u tv be registered 
'iiider the vt»-i,vtai v t i m Ail, l^i^i (11 of 
19'2 , >1 aii\ u V iv I « . im being in force 
in * iiti*'li iwo d Ot-iv ,, i> cu-operative 
societies 

1> No tv\o p' r jiis rt.io I - , a i I i die nw ne mercantile 
*irm. ir aic Ihicctois ot . e u m ,fi i< c npui)\, or one of 
wliom IS tiC ,^eneial agent i<t i' i ic ^ .\*wr in piocuiation 
troni the othir, oi hvtni a ni.Tv.. . i.n whic i tnc other 
IS a paitner, may be Ihicctur^ i. tiic» lei' oi tlic i»anie Local 
Hoard at the same* time 

^3) Nothing in clause d), clause j vit ciause of sub-sect 
ion ^ 1 ) shall apply to tut Uovcrnoi, ot to a Oeputy Uovemor 
or to the Director nominated und r civtase ^d) of sub-section 

(1) of section s 

11. Removal trom anil vacation oi office— I) The 
Central tlovernment mav lemove fioin ottice the uovernor, or 
a Deputy Governor or other Director . 

(2) A Director nominated u ider tlaiisi (b or clause (cj of 
sub-section (I > of section 8 shal ctsise to hold office if without 
leave from the Central i>oard be haint, (nmsclf from three 
consecutive meetings ol the lUuivi toiivined undei sub*section 
(I) of section 13; 

(3) The Central (lovemment shall remove from office any 
EMrector, and the Central Hoard shall remove from office any 


Sac 10 ] 
(«) 

{b) 

(c) 

id, 

ic) 
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member ot a Local Board, if such Director or member becomes 
subject to any of the disqualifications specified in sub-section (1) 
or sub-seciion {2) of section lU. 

(4; A Director or member of a Local Board removed or 
ceasing to hold office under the foregoing sub-sections shall 
not be eligible: for re-appointment either as Director or as 
member of a Local Board until the expiry of the term for 
which his appointinent was made. 

i The nomination as Director or member of a Local Board 
of any ptron who is member of the Central Legislature, a 
Provincial Legislature, or the Coorg Legislative Council shall 
be void, unless, v. ithin two months of the date of his nomination he 
ceases to be srch member, and, if any Director or member of 
a Local Board Is ejected or nominated as a member of any 
such Lejiisialife or Council he shall cease to be a Direct jr or 
member of the Local Board as from flic date of such election 
or nomination, as the case may be. 

(6^ A Director may resign his office to the Central Oove- 
mment, and a member of a Local Board may resign his office 
to the Central Bo£ird, and on the acceptance of the resignation 
the office sl.ali become vacant. 

12. Casual vacancies and absences.—(1; If the Governor 
or a Deputy Governor by infirmity or otherwise is rendered 
incapable of executing his duties or is absent on leave or other¬ 
wise in circumstances not involving the vacation of his appoint¬ 
ment, the Central Government may, after consideration of the 
recommendations made by the Central Board in this behalf, 
appoint another person to officiate for him, and such person 
may, notwithstauding anything contained in clause (d) of sub¬ 
section (1) of section 10, be an officer of the Bank. 

(2) Where any casual vacancy in the office of any member 
of a Local Board occurs the Central Board may nominate thereto 
any person recommended by the other members of the Local 
Board. 
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(3 Where any casual vacancy occurs in the office of a 
Director other than the vacancies prodded for in sub-section 
(1) the vacancy shall be filled, by the Central (Tovemmeni 

(5) A person nominated under this section to fill a casual 
vacancy shall, hold office for the unexpired portion of the term 
of his predecessor. 

13. Meetings of the Central Board.- (f) Meetings of the 
Central Board ihall be convened by the Governor at least six 
times in each year and at least once in each quarter. 

(2j Any three Directors may require the Governor to con¬ 
vene a meeting of the Central Board at any time and the 
Governor shall forthwith convene a meeting accordingly. 

(3) The titvernor, or in his absence the Deput) Governor 
atiihofized bu the Govern r u a* r the pioviso to sub-section 
(3) of section s to vote for him, shall preside at meetings of 
the Central Board, and, in the event ot an equality of votes, 
shall have a second or casting vote. 

14. Omitted. 

15 Omitted. 

16. Omitted. 

17. Business which the Bank may transact.-! he Bank 
shall be authorized to carry on and transact the several kinds 
of business hereinafter specified, namely:— 

tl) the accepting of money on deposit without interest 
from, and the collection of money for the Central 
Government, the Provincial (jovemments, .^tes 
in India, UkoI authorities, banks and any other 
persons; 

(2) {a) the purchase sale and rediscount of bills of ex> 
change and promissory notes, drawn on and payable 
in India and arising out of bona ftde commercial or 
trade transactions bearing two or more good signa¬ 
tures, one of which shall be that of a scheduled 
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bank and maturing within ninety days from the 
date of such purchase or rediscount, exclusive of 
days of grace; 

(^1 the purctiase, sale ottd redtSi ount of bills of exchange 
and proniissoiy notes, drawn and payable in India 
and bearing two or mure good signatures, one of 
which shall be that oi a scheduled bank, or a provin¬ 
cial Co-operative bank and drawn and or issued for 
the purp<.)se ut tiiiatu ing seasonal u^rtoultulal opera* 
lions or the niaiKeting of uups, and maturing within 
nine months fioni tne uate ot such put chase or 
rediscount, exclusive of days of grace ; 

(<) the put chase, sale and rediscuunt of bills of exchange 
and pronassotv nctes diawn and payable in India 
and bwarii g u.c sgn^icrc >*1 a cneduled hank 
and is.ued oi dio a oi ilic pi.rp(>s( oi holding or 
trading in Svcuiitus • i aic central Uoverniiicnt, or 
a Hrovincial Uovcinnicni, ui suwh -ecunties of States 
in India as m ly oe spcc.ficd in this behaii by the 
Central Uovcinnivni on the rcconimeiidation ot the 
Centiai buaid, and niatu.ing witnui ninety daystiom 
the date ut suen put chase or rediscount, exclusive 
of days ot grace; 

(,{) {a; the purchase from and sale to scheduled banks 
ot foreign exchange in amounts of nut less than 
the equivalent of one lakh of rupees; 

(fi) the purchase, sale an^ rediscount of bills of exchange 
(including treasury bills) drawn in or on any place 
in any country outside India which is a member of 
Internationa] Monetary bund and maturing within 
nmety daysiroin tlie date of purchase provided that no 
such purchase s*ile or lediscuuiit shall be made in 
India except with a scheduled bank, 

4 the making to States in India, local authorities, 
scheduled banks, provincial co-operative banks 
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and Ihe principal currency authority of Ceylon 
of loans and advances, repayble on demand or on 
the expiry or fixed periods not exceeding ninety days, 
against the security of— 

(fl> stocks, funds and stcurities rthtr than immovable 
property) in w hich a trustee is authorized to invest 
trust mnne\ by any Act of I'arliament or by any law 
for the time bein^ in force in Biitish India; 

ib) gold or silver or dot aments oi title to the same; 

(e) such bills ot exclianpe and promissory notes as are 
eligible for purchase (»r rediscount by the Bank: 

\d) promissory notes c»f any scheduled bank or provincial 
co-op<^ratoe bank, siip'oiled bv documents of title 
to goods vhicli luve beer transferred, assigned, or 
pledgeo h/ an) .'>> cli bank as securit) for a cash 
credit oroterdraft granted \or bma fide commercial 
or trade t^'ansacta 'IIS or tor the putposv .if financing 
seasonal afnLul.U’: 1 opt rations or the marketing of 
crops ; 

(fn the making to ti;c Central tiovernment and Provincial 
Governments of auvances reputable in each case not 
later than three months Irom the date of the making 
of the advance; 

(6) the issue of demand drafts made payable at its own 
offices or agencies and the making, issue and 
circulation of bank post bills; 

(7) the purchase and sale of Government securities of 
the United Kingdom maturing within ten years from 
the date of such purchase; 

(8) the purchase and sale of securities of the Central 
Oovernment or a Provincial (Government of any 
maturity or of such securities of a local authorify 
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or such Indian States as may be spedfied in this 
behalf by the Central (Tovemment on the recomme¬ 
ndation of the Central Board ; 

Provided that securities fully guaranteed as to 
principal and interest by any such Government, 
authortty or State shall be deemed for the purposes 
of this clause to be securities of such Government, 
authority or State. 

Provided further that the amount of such securities 
held at any time in the Banking Department shall 
be so regulated that - 

(at the total value of such securities shall not exceed 
the aggregate amount of the share capital of the 
Bank, the Keserve bund and three-fifths of the 
liabilities of the Banking Department in respect of 
deposits; 

ib) the value of such securities maturing after one year 
shall not exceed the aggregate amount of the share 
capital of the r»ank, the Reserve Pun \ and two fifths 
of the liabilities of the Banking Department in 
respect of deposits; and 

(c) the value of such securities maturing after ten year 
shall not exceed the aggregate amount of the share 
capital of the Bank and the Reserve Pund and one- 
fifth of the liabilities of the Banking Department in 
respect of deposits; 

^9) the custody of monies, securities and other articles 
of value, and the collection of the proceeds, whether 
principal, interest or dividends, of any such securities; 

(10) the sale and realisation of all property, whether 
movable or immovable, which may in any way come 
into the possession of the Bank in satisfaction, or 
part satisfadion, of any of its dalins; 
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(11; the acting as agent for the Central Government or 
any Provincial Government, or any local auth¬ 
ority or any Indian State in the transaction of any 
of the following kinds of business, namely 

(a) the purchase, and sale of gold or silver or foreign 
exchange ; 

(b) the purchase, sale, transfer and custody of bills of 
exchange, securities or shaies in any company ; 

(c) the collection of the prtKceds, w hether principal, inte¬ 
rest or dividends, of any securities or shares; 

(d) the remittance of such proceeds, at the risk of the 
principal, by bills of exchange payable either in India 
or elsewhere ; 

(a) the management of public debt ; 

(12) the purchase and sale of gold coin and bullion and 
foreign exchange ; 

(ISA) the purchase and sale of securities Issued by the 
(lovctnmcnt of any countiy outside India and expre> 
ssed to be payable in a foreign currency, being in 
the case of purchase by the Bank, securities matu¬ 
ring within a period of ten years from the date of 
purchase; 

(13) the opening of an account w'ith or the making of 
any agency agreement with, and the acting as agent 
or correspondent of, a bank incorporated in any 
country outside India or the principal currency 
authority of any country under the law for the time 
being in force in that ccuntty or any international 
bank formed by such principal currency authorities, 
and the investing of the funds of the Bank in the 
shares of any such international bank: 

(14) the borrowing of money for a period not exceeding 
one month for the purposes of the business of the 


19 
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bank, and tLe giviii« of security for money so borrowed; 

Provided that no money shall be borrowed under 
this clause from any person iti India other than 
a scheduled bank or fn'ji; any person outside 
India other than a bank which is the principal 
currency autl ority of any country under the 
law K r the time being in f(>rce 'n that country; 

Provided further that i!ie 1(ttal amount of such 
borro\\ings from poisons in India shall not at 
any time exceed the amount of the share capital of 
the Bank; 

(15) the making and irsue oi bank notes tui)iect to the 
provisions of tnis Act; 

(15A)the pt-rformance of the funciions of the Bank under 
the Intcrnatioml Monetary ^’und and Bank Ordinance. 
1945 (XLVll ( f P'45-, nnduniler the Banking Com* 
panics Act, 194‘>. 

(16) generally, the doing of all such matters and things 
as may bo inJdc-iuai to ir ci>nscquciiiiai upcm the 
exercue of its p«nvers or tU* dij charge of its duties 
under this Act. 


Notes— 

Sob-s (4) : See notes to s. 9 ante. 

18 1 , 1 ; Power of direct discount—When, in the opinion 
of the Central Board, a special occasion has arisen 
making it necessary or expeJent that I'C’ion should be taken 
under th's section for the purposes of regulating credit in the 
interest of Indian trade, cummeice, mdusliy and agriculture, 
the Bank may, notwithstanding any limitation contained in 
sub-clauses {a) and <b) of clause (2) or sub-clause {a) or (6) of 
clause (d) or clause (4) of section 17,— 

t B purchase, sell or discount anv of the bills of exchange 
or promissory notes specified in sub-clause {a) or (b) 
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cf clause (?• or sub-elauFC (6) of chiuse (3) of that 
section ihougii such bill or pr(*missory note does not 
bear the &i{*nature df a scheduled bank or a provincial 
co-operative bank; or 

(2) pul'd'^•‘>‘5 or i'Cll foregin exchange in amounts 
of not less than the equivalent of one lakh rupees; or 

(3) make l<ars or acvrnccs repayab’e on demand or 
on the twpjty cii hxed [criods not exceeding ninety 
days {igainst the various futms of security specified 
in clause (4t of that c>cctj< n or when the loan or adva- 

IS made to a banking company as defined in the 
I’ankii O mpanies Ad, 19 lO against such otherfurms 
• •I . 1 . i’ : ist* bank ma) consider sutficient. 

A ' 'icic . h ku.i a mpan> to which a loan or 
' uw' cc been rrrde undei lue provisions of 
clause t ) of .'Ub-sec1ion »1) is wound up any sums 
due to the bank in respect of such loan or advance 
shall subicet only t > the claims if any other banking 
company in respect of any prior, loan or advance 
made by such banking company against any security, 
be a first charge on the banking company. 

Notes- 

Sub-section (t) v'^) ^ve notiv to s. 9 un/c. 

19. DusiiieFS which the l>r.i»u may not liansact—Save 
as otheiwisc provided mi scciki>s 17, 18 and 45 the Bank may 

not— 

(If engage m trade or otherwise have a direct interest 
in any commercial, industrial or other undertaking 
except such unetest a^ u may in any way acquire 
in the couise of the satisfaction of any of its claims : 
provided ili.it all suc'.i interests shall be disposed of 
•ft the caiiicst 1 os."!lie moment; 

^2' purchase its own shares or the shares of any other 
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bank or of any company, or grant loans upon the 
security of any such shares ; 

(3) advance money on mortgage of, or otherwise on 
the security of, immovable property or documents 
of title relating thereto, or become the owner of 
immovable property, except so far as is necessary 
for its own business premises and residences for its 
officers and servants ; 

(4) make loans or advances; 

(5) draw or accept bills pcvable otherwise than on 
demand: 

<.6) allow interest on deposits or current accounts. 

CHAPTER III. 

Central bamviso HfscnoNs. 

20. Obligation of tlie Bank to transact Oovernment 

btisincss.~The Bank shall undertake to accept monies for 
account of the Secretary of State, the Central (lovemment, the 
Provincial Governments and such States in India as may be 
approved of and notified by the Central Ciovernment in the 
(Jazettc of India, and to make payments up to the amount 
standing to the credit of their accounts respectively, and to 
carry out their exchange, remittance and other banking opera* 
tions including the management of the debt. 

21. Bank to have the right to transact (io^'ernnlent 
bu^ess in India.—(1) The Central (jovernment and the 
Provincial Government shall entrust the Bank, on such condi* 
tions as may be agreed upon, with all their money, remittance, 
exchange and banking transactions in India, and in particular, 
shall deposit free of interest ail their cash balances with the 
Bank; 

Provided that nothing in this sub*section shall prevent the 
Central Government or any Provincial Government from carry- 
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ing on money transactions at places wrhcre the Bank has no 
branches or agencies, and the Central Government and the 
rrovsneiai Governments may hold at such places such balances 
as they may require. 

(2) 1'he Central G )vcrnment and each Provincial Govern¬ 
ment shall entrust the Bank, on such conditions as may be 
agreed upon, with the management of the public debt and with 
the issue of any new loans. 

(}>) In the event of any failure to reach agreement on the 
conditions iv-ferrcd to in this section the Central Government 
shall decide what the conditions shall bo. 

•,4) Any agreement made under this sijwtion to which the 
Central i.iovemment or any Provincial Government is a party 
shall be Imd, as soon as may be after it is made* before the 
Central Legislature and in the case of a Provincial Government 
before the Provincial i.egislature also. 

22. Riv^ht to issue hank notes—(1) The Bank shall 
have the sole right to issue bank notes in British India, and 
may, for a peri »d which shall be fi\ed by the Central Govern¬ 
ment on the recommendation of the Central Board, issue cu¬ 
rrency notes o* the Government of India, supplied to it by the 
Central Governinent, and tlie provisions of this Act applicable 
to bank notes shall, unless a contrary intention appears, appty 
to all currency no+es of the Government of India issued either by 
tne Central Government or by the Bank in like manner as if 
such currency notes were bank notes, and references in this Act 
to bank notes .sliail be construed accordingly. 

(2) On and from the date on wliich this Chapter comes 
into force the Central Government shall not issue any currency 
notes. 

23. Issue Department—(I) I'he issue of bank notes 
shall be conducted by the bank in an Issue Department which 
shall be separated and kept wholly distinct from the Banking 
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Department, and the assets of the Iss .e Otparlfnent shall not 
be subject to an> liability other than the liabilit'cs of the Issue 
Department as hetcinafler defined in stctiim 31 

t-t The Issue Department shall not issue bank notes to 
the Banking Deptirtment or to any other person except in 
exchange for other bank notes t r i )r suen coin, bullion or 
securities as are permitted by ti is Act to h rni pail t>f 
the Reserve. 

24. Dcziontinatioiis oi notes.—tuiuk notes shah be of 
the dtnomina'ional \hluts of two tupees, toe ri-pee*'’, ten 
rujees, iifty rupees, one hundred iupee% fue liunJred rupees, 
one thoussnJ rupees and ten thousand rupees ut.le.‘>3 otherwise 
directed by the Central (jovermnent on the itcommenddtion tf 
the Centritl Board, 

25. Form oi bank notes.—the design, form ut.d mate¬ 
rial of bank notes shall be such as may be approved by the 
Central Government after consideration of the ic. iiiiijondations 
made by the Central Board. 

26. Lcj^dl tender character oi i. fc>. - (I; t ubKCt to 
thej^prov isions of sub-section (2), ever} bu.ik u 4^ rhall be 
legal tender at any place in I’titish India in payment or on 
account fur the amount expressed tiierem, and shall be guaia- 
nteed by the Central Government. 

(2) On recommendation of the Central Hoard the Con*ml 
Governn.eut may, by uotificatum in the Ga^^ette of Itidia c’^clate 
that, v\ith effect frem such date as may be siieciticd in 1'ie 
notificatlcn, any series of bank notes oi any denomination shall 
cease to be legal tender save at an office or ogonev of the 
Bank. 

27. Re issue of notes— The Bank shi'l not re-issue 
bank notes i^hich are torn, defaced or excessively spoiled. 

28. Recovery of notes lost, stolen, mutilated or 
imperfect.-Notwithstanding anything contained in any enact- 
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inent or rule of law to the conirar)’, no person shall of right 
be entitled to recover iron the Ccntri'l U tvernment or the 
Bank, the value of any lost, stolen, miitPattd or imperfect cu¬ 
rrency note of the Government of India, or bank note : 


Provided that the Bank may, with the previous sanction 
of the Central Government prescribe the circumstances in and 
the cotditions and limitations subject to which the value of such 
currency nolis f>r bank notes may be refunded as of grace 
and the rules made under this proviso shall be laid C'n the 
table t.f the Central i egislature. 

Notes; 


Before a note can be dcfcrlbed as a “nuitilated notes" it is an essen¬ 
tial loncidon that a portion of the note slioeld be missing and if that 
condition is not fuliilied ihe note cannot be regarded as a mutilated note. 

I nitbef it the Cao {'al\cs > f a role are placed before a Cnrrency officer 
when bi'tli balrcs are identifiable as parts of one note, S-2b of tbe 
Reserve Bank of Ind’a Act dors not apil)’ to such a case and the claim 
thereon should be alloivci. i 

See also Note Re'u-d Rules. Rule 2(e. Webiler’s Oii lionary defines 
‘irutn.ite’ as Mo cut o'f {i limb cr an essential pait oi the bod}’la 40 Am. 
Rep...it is said, ::‘Miilili»te means something less tbrn total destructioa 
Mere mutilation or a will ivouIJ not not of itself take from a will all legal 
force. A irotllatlon honever whfeb takes from the instrument an element 
tsscntial to its validity would have tbe etfect to revoke it.' lomlins Law 
Dictionary defines ‘mutilution’ as depriving a man of any member etc.’ 
The word i' also sometimes used in the sense of revocation. 

29 Bank evempt from stamp duty on bank notes.— 
The bank .‘■hall not l>e liabL' !(> the payment of any stamp 
duty urdcr the Indian Stamp Act, I8f9 (. li of 1899 ), in respect 
(if bark nulei. is.S’n d by it. 

.30 I^ovscrsi ill Central Government to supersede 
Central Hoard--(n If in the opinion of the Central Govern- 

(1) Radli.iliri'hnan V fiio Kuarrve Onn'i of India ll.R (1914) All 045 ^219 1C 
I34=’8 RV 49=-(1945'Coinp, Cas. f5.-{l944i ALW «»02 (2) -= (1944) OWN 
(HC) 2S3 (2) ^(f'MS) AUl 'i='’'44) AWR (HC) 2t)?=>(l‘M4) OA iHC) 
2t)2=AR (I M5) All *9 (Pan S’nha J. J.) 



152 The Banking Campantes Art, J949 { App. B 

meni the Bank fails to carry out any i f the obligations imposed 
on It by or under this Act the Central Government may, by 
notification in the Gazette of India, declare the Central Board 
to be superseded, and thereafter the general superintendence 
ard direction of the affairs of the Bank shall be entrusted 1o 
such agency as the Cenital Government may determine, and 
such rigency may exercise Mie powers and do ail acts and 
things which may lo cxerc'^ed or done by the Central Hoard 
under this act. 

(2) When action is taken under this sittion the ^'cntral 
Government shall cause a full report of the circumstances 
leading to such action and of the action taken to be laid before 
the Central Legiblalure at the earlkst possible opportunity and 
in any case witldn three months from the issue of the nolifi* 
cation superseding the I'oard. 

31. Issue of demand bills and notes.—(1) No perron in 
British India other than the Bank or, us expressly authori/ed 
by this Act. the Central Goverment shall draw, accept, make 
or issue any bill of exchange, hundi, promissory note or 
engagement for the payment of money payable to bearer on 
demand, or borrow, owe or take up any sum or sums of 
racney on the bills, bundis or notes payable to beater on 
demand of any such person x 

Provided ihat cheques cr drafts, including hundis. pa)able 
to bearer on demand or otherwise may be dtawn on a person’s 
account with a banker, shroff or agent. 

(2) Notwithstanding anything contained in the Negoti¬ 
able Instruments Act, 18b I (XXVI of 1881), no person In British 
India other than the Bank or, as expressly authorised by this 
Act, the Centtal Government shall make or is^ue any promis¬ 
sory note expiesseJ to be payable to the bearer of the 
instrument. 

32 Penalty-{1) Any person contravening the provisions 
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(rf section 31 shall be punishable with fine which may extend 
to the amount of the bill, hundi, note or engagement in respect 
whereof the offence is committed. 

(2) No prosecution under this section shall be instituted 
except on complaint made by the Bank. 

33. Assets of the Issue Department—(1) The assets 
of the Issue Department shall consist of gold coin, gold bullion, 
foreign securities, rupee coin and rupee securities to such 
aggregate amount as is not less than the total of the liabilities 
of the Issue I^epaitmcnt as hereinafter defined. 

(Z) Of the total amount of the assets, not less than two- 
fifths shall consist of gold coin, gold bullion or foreign securities: 

Provided that the amount of gold coin and gold bullion 
shall not at an^ time be less than forty crores of rupees in 
value. 

(3) The remainder of the assets shall be held in rupee 
coin, Government of India rupee securities of any maturity and 
such bills of exchange and promissory notes payable in British 
India as are eligible for purchase bv the Bank under sub-clause 
(a) or sub-clause (0) of clause (2) of section 17 or under 
0)section IS • 

(4) For the purposes of this section, gold coin and gold 
bullion shall be valued at 8*47512 grains of fine gold per rupee, 
rupee coin shall be valued at its face value, and securities 
shall be valued at the market rate for the time being obtaining. 

(5) Of the gold coin and gold bullion held as assets, not 
less than seventeen-twentieths shall be held in British India, 
and all gold com and gold bullion held as assets shall be held 
in the custod) of the Bank or its agencies 

Provided that gold belonging to the Bank which is in any 
other bank or in any mint or treasury or in transit may be 
reckoned as part of the assets. 

(6) For the purposes of this section the securities which 
may be held as part of the assets shall be securities of the 
following kinds payable in the currency of any foreign country 

20 
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whicli is a member of the International Monetary Fund, namely:— 

(a) Balances at the credit of the Issue Department with 
the bank which is the principal currency authority of that fore¬ 
ign country, or, if there is no such bank, with any bank incor¬ 
porated in that foreign country’; 

(b) bills of cxcliange bearing two or more good signatures 
and drawn on and payable at any place in that foreign country 
and having a maturity not exceeding ninet\' davs; and 

(c) Government securities of that foreign countrv maturing 
within five years. 

34 Liabilities of the Issue Department—(1) The 
liabilities of the Issue Department shall be an amount equal to 
the total of the amount of the currency notC'. of the Govern¬ 
ment of India and bank notes for the liinc bem i in circulation. 

(2) For the purposes of this section, anv currency note i>f 
the Government of India or bank note winch has not been 
presented for payment within forty years from the Isl day of 
April following the date of its issue shall be deemed not to be 
in circulation, and the value thereof shall, notwithstanding any¬ 
thing contained in sub-soction (2) of section 23, be paid by the 
Issue Department to the Central Government or the Banking 
Department, as the case may be; but any such note, if subse¬ 
quently presented for payment, shall be paid by the Banking 
Department, and any such payment in the case of a currency 
note of the Government of India shall be debited to the Cen¬ 
tral Government. 

S. 35 Omitted. 

36. Method of dealing with fluctuations in rupee coin 
assets.—‘(1) After the close of any final ciai year in which the 
minimum amount of rupee coin held in the assets, as shown 
in any of the weekly accounts of the Issue Department for that 
year prescribed under sub-section (I) of section 53 is greater 
than fifty crores of rupees or one-sixth of the total amount of 
the assets as shown in that account, whichever may be the 
greater, the Bank may deliver to the Central Government rupee 
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coin up io the amount of such excess but not without that 
Government’s consent exceeding five crorcs of rupees, against 
payment of legal tender value in tlic form of bank notes, gold 
or securities: 

Provided that if the Bank so desires and if the amount of 
gold coin, gold bullion and sterling securities in the assets does 
not at that time exceed onc-half of the total assets, a propor¬ 
tion not exceeding two-fifths of such payment shall be in gold 
coin, gold bullion or such sterling securities as may be held as 
part of the assets under sub-section (6) of section 33. 

(2) Alter the close of any financial year in wiiich the maxi¬ 
mum aniouiit oi rupee coin held in the assets, as so shown, is 
less than fift) crorcs of rupees or one-sixth of the total amount 
of the assets, as so shown, w'hichever ma\ be the greater, the 
Central flovernment shall deliver to the Bank rupee coin up to 
the amount of suen deficiency, but not without its consent exceed¬ 
ing five ciores of rupees, against pavment of legal tender value. 

\3) At the Jose of any week m which the amount of rupee 
coin held in the assets, as shown in the weekly accounts of the 
Issue Department for that week, is less than fifty crorcs of rupees 
or one- .sixtli of the total amount of the assets as so shown 
whichever mav be the greater, the Central Government may 
with the consent ot the Bank, deliver to the Bank rupee coin 
up to the amount of such deficiency against payment of legal 
tender value. 

37. Suspension of assets requirements. ~(1) Not ^with¬ 
standing anything contained in the foregoing provisions, the Bank 
may, with the previous sanction of the Central Ciovernment for 
periods not exceeding thirtv days in the first instance, which may, 
with the like sanction, be extended from time to time by periods 
not exceeding fifteen days, liold as assets gold coin, gold bullion 
or sterling securities of less aggregate amount than that required 
by sub-section (2) of section 33 and, whilst the holding is s) 
reduced, the proviso to that sub-section shall cease to be operative : 

Provided that the gold coin and gold bullion held as such 
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assets shall not be reduced belov the amount spedfied in the 
proviso to sub'section (2) of section 33 so long as any sterling 
securities remain held as such assets. 

(2) In respect of any period during which the holding of 
gold coin, gold bullion and sterling securities is reduced under 
sub-section 0), the Bank shall pay to the Central Government 
a tax upon the amount by which such holding is reduced below 
the minimum prescribed by sub-scction (2) of section 33; and 
such tax shall be payable at the bank rate for the time being 
in force, with an addition of one per cent per annum when such 
holding exceeds thirty-two and a half per cent, of the total 
amount of the assets and of a further one and a half per cent 
per annum in respect of every further decrease of two and a 
half per cent or part of such decrease; 

Provided that the tax shall not in any event be payable at 
a rate less than six per cent, per annum. 

38. Obligations of Government and the Bank In res¬ 
pect of rupee coin.—The Central Government shall undertake 
not to re-issue any rupee coin delivered under section 36 nor 
to put into circulation any rupees, except through the Bank; 
and the Bank shall undertake not to dispose of rupee 
coin otherwise than for the purposes of circulation or by deliver 
to the Central Government under that section. 

39. Obligation to supply different forms of currency. - 
(1) The Bank shall issue rupee coin on demand in exchange 
for bank notes and currency notes of the Government of India, 
and shall issue currency notes or bank notes on demand in 
exchange for coin which is legal tender under the Indian Coinage 
Act, 1906(111 of 1906). 

(2) The Bank shall, in exchange for currency notes or 
bank notes of two rupees or upwards, supply currency notes or 
bank notes of lower value or other coins hich are legal tender 
under the Indian Coinage Act. 1906 (III of 1906), in such 
quantities as may, in the opinion of the Bank, be required for 
circulation; and the Central Government shall supply such coins 
to the Bank on demand. If the Central Government at any time 
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fails to supply such coins, the Bank shall be released from its 
obligations to supply them to the public. 

Notes: 

The Bcopu of t? 39 lecontlj consirlaied b} flie Homlia^ Hi^h 
Couifc (Stone ( J ^ Ijoknr J on an appeal from Uk doLision of Kama J ) 
m the case oi / De Sauza Reserve BavJr of That trcfion il(»alei 

^ith the 18 SUO ol ruper on deinuud in lAchanj'e for bank not^k and 

the fapply of uirreucy notefi oi ]ov\ci deuommation or other coins 
whith aie tender, m exibange toi emu my notc^ of Xivo rui^e*' or 

npwardH Thi'^ «p tion wa^ aiiKmUd by the Ilit:h Dfnomination Bank 
Notes (D( moiHlisatiou) Oi liiunLC 3 of 194t» S 6 of that oidma e lan as 
followh* ^ J) sotwitb(*tandin>: ull^thln^ to bhe contiai\ coutnnrd in the 
Koher've Banl of I Hia Ad, 2 ol 1934, any hi^h di iiominat ion bank 
iio'c hold by a pirihon (dhfi than a hink oi (loveinmenl In as my, hall 
aft 1 th( IStfa Januiry 1 Uo bo tx baii'j^Ml <inh on taidet ol thi note 
tor cxvhau^^e b} th< owmt there d in the in ninei )ro%id(d in this 
srdion . . Ihc oflin subhcctJOiiK of 8 6 uqnired i dccUiation m a 
oertciin toim ugardin^ bhe modi ol acquisition etc l>eroie ‘^iirh high 
denoiiiiiiation notes could be acoiidod and e\chaiiged hr Um bcseiiro 
Bank S 9 ran thus - ^No hint, piosocution oi other legd piocoeding, 
fchall he agiiDsi any peisoii foi any Hung done, or in good faith 
inbndid *0 h« doiu, find#’ this ordmaou ‘Tht petition 1 Mr J M 
1>e Sou/a pro&eutid alt=1000 noh lo tli# M(«eni Bank with a demand 
toi pajin^iit aitei the pa*^iing oi the ordinance and w Iht demand 
being rein od fihd a p< titum I 01 compelling' the llfBerv< Biuk ly mc/n 
damns bo d]fecbai<i:e md ^ati^fy the uiKonditional iiromiso to piv to tb* 
petitioner tht sum Kb JOOOcontaimd 111 tin paituula* hink nolo without 
imposing any condition on th« ]intJou t Kinia J dnni ^d the pcti ion 
and Stone (J \ Lokni J dumih-^id Mi 1) ^oiizi'b i)>pcil Thr argument 
of Ml Miinshi ioi tie p«tj louer w tint s .19 dealt only with the 
e\ hange of bank note^ foi coni'* 01 uote-n ol other dc loinmations, but 
not with the liability to piy nndeitaken at rhe time of the i-^mu ni tho 
notes. There was no ptoyision lu the Act legardiug tin dis^hiu* ol that 
liability and thoulore tho aigutiunt wa*^ that theie wi'- an impbed obli 
gatioii to dischaige it The payment pio ill'lld la a bank note iiiiigt be 
made hy mcaU'^oi borne iigai tender which may lie com 01 notes of other 
denoiTiiuation Tl.c liability to psy m^y bo dischaigcd abo by some aocoiuit 
la the bank One foun ot money ma\ be exchanged for anotlur toim of 
monoy but aitei a bank nede has ceased to lie logQt ti^ndu payment 01 

1 Allt (1940) Bern 670 
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money for it woul<i eilher ho a sale or a fiabisfnotioii of the obligation 
to pay but not an evchango. This argnnieiib was rejected by Loknr J 
wlio rciiiarked*’ 'It must he reuK'inbcred that the obligation does not arise 
out of contract l>iii out of statutory ]>rovisions. As soon a bank note 
is issued it bci'otn^s a legal teiulei and must he accopUd by tho public 
as such. Tbeii is no offt i and ac<*eptauce wliieh aie the foundation of a 
contiact. 'rhe onl) obligation on the bink is to »x' haiijL’e it for rupee 
coin oi bank notes of ofl^el d(‘nomination and tln^re fan bo no other 
implied obligation to pay as contt^nded by Mi Mun&hi. Had it been so 
in the ca'-e ol Ih* lo^s of a bank note, tie owner could have proved the 
coulraet by iinlepondent evidence and icoovcrid the am mnt ol the note 
firm the ban* . Ihit 28 of Ihe \ct (i\]»i<sdy povides that no peison 
shall oi right )k' outithd to iccovej fiom the (Vnl^a* Government or the 
hank the value ol any note Jost. •stolen, nintiialfd, or inipcrfe *fc tMinoncy 
note of the Uo\fruuioiit ot India oi hank not's »S. 3d i^ intended bith 
to impose s.ii obliL'ition on tliu lleserv' Lank m d nl^o to gn.vd ir, a;>ui- 
nst a denuuifi for an e>c ^Blvo ({i«autity ot ni]»re <u)ui oi hank noles oi 
any paiUcidai denomination. Thus il compl''*Tely provnU^ loi tlu* claim 
which ttio <wmu or Imhhu ot a baukno^^ ea i maUoa:i^aind the baukued 
the manner m vhhdi the hanke*tn dihcharge li^ iiahilily under tho note/ 
Lokur J aKti rejected another argiiineut id Mi. Munsln hased on th'Mvor«N 
•pre'»enled io! pajmeiib'an I ''<hall be pauP whieh oecui in s .'»4, t2) fioni 
whiili Mr. Mumsln wnutc^d to diaw lli*» mterenco toat the Aet und» a 
dLtioction between *[»»\menr uml c\<li?inge*. Lokiii .) imthor obseived* 
•Even if it he a-suincd ibat liieie is u K an implied oldigaiion to pay 
apart iioni the piovisioiia ot . 39, then Uiat ol>l»gutioii .iri-es out of tho 
contents of the bank note itsoU and raruiot bi onloiccMl hy mandamu8 
iiiidei s. 4) ol tl'e Sp^C’ile lidinl Act TIui }uoj»er n mody to enforce it 
I*-, a Bull agciin-^t th<‘ bank It not iiei*© -ary h> txpro^-an cpiniou as to 
whollu r Fiieh a nmi can he eiiccessFully luaiiit^nuod, Mr, Miiushi argues 
that as llic light io is-ue bank noton >\ith a promise to pay is given by 
s. 22 oF tho lioserve iMiik oi India Ait. too implied cbligatnm to fulfil 
that iiroinise «\ho flows from that very sei bion and is bhcrclore a s atulory 
liability. Hnt ihe Aet having provided foi the mode ol diKchirging tho 
liabilily> auoth(T implied liabilih, il any, eaimut be f«aid io hi» arising 
out ol the statute it‘-elf, iJnler proviso (l») to 45 ot the Specific Itelief 
Act no writ of 7 nandavtAi 8 can bo I'sMied against tho bank requiring it to 
do any act unless that act under any law lor tlu^ time being clearly 
incumbent upon it to do, Tho erpres.-»ioii*cle/irly incainbml'i-^ ver/ sigui- 
{ieanl. Il one mode of deing a tbmg is provided by law, then any other 
mode of doing it onnnoL be regarded as Vkarly incumbvinl.’ The facts in 
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/nre Tarahai'^ oii which reliance was placed were different.TItat case 

has DO application where an implied confcrdctnal liahilitv as distinct from 
statiiiory lialdlity is ^onght to he cnlorced, llencp this JS not a fi* oise 
for the issue ol a writ of rnandamus and 1 a^iee ihai tlio appeal slionld 
be di^'miBScd with co^ts. 'Stone rj took the vh'w thsL the implied obliga¬ 
tion to ])ay, even if one aSMimcd foi the moment that it existed, was 
also pait and parcel of the Act and wa*^ aNo abio^atod by thcMndinance. 
To quote Hloiio (’.rs uord^- 'In aiy opinion the woid 'e\(*h<iT)*:e' is a woid 
of wider import than the word *fny*. Acinally on tender oi the note with 
a demand for ]iayircni the hank doe'< etfoct an ' xch inyc '»iiice it ictams 
the tend«ne<i note a^amsl th*' i oi i or the notes of low*r <lenomi latious 
1 think the wnids in < laii*^e C oi tin* Oidinnueo 'Oi exchanged only on 
tetidei oL th( note foi e\(dianj<e* lelovaut Tlie\ lane the que«^ti<ni, exch¬ 
ange lot \\lMt ? Th^ wolds iimst mean '*o b( txc hanged in satislH^aion foi 
ilio pioinise t(» pa} ' It theie he an expiesK statntoiy obligation there 
IS no loom ioi ai^ j*npli< d oblieation aii-^mg h} viitii oi the siatutuiy 
[Hiwcis an I (liitK s ui tho b.«nk. Ihit <*>eu it till^ case couUl he giouuded 
on in ]>iied ohli^oition thei4^ in itiy indgement a laUl (rb|eetion to lla 
petitionei\s cise, ^iuc« m ni\ op nion. nn implied ohljjatioii aiisiiig by 
viilno of a statute cannot be divoiecd fiom the statutcMt-'Cll ami tre«itc'd 
as something standing dehors the Ad. It is put and paue) ol tho slat- 
ut<^ it-ell Ko tl at In tins ca-e elau'-e fi ol the Ordinnaee •ihiogtfcs such 
an inipliod obligatii n in the sam* way as il abrog.il»pS an expiconi.. The 
word'* of ihe oidmaute aie M(d viih^tanding any hmg tj tlu coutiaiy 
contained in the Ke-mvi iSank of India Act'and an implied obligation to 
))ay ari-ing by yirtuo oi the Act is in my opinion something ('ontamed tu 
the Act. To hold olh«rwi-< >u>uM bt to give a too niiiiow constiuidion 
to tho wolds used’ 

40 Transactions in foreign exchange.—The Bank shall 
sell to or buy from any authorised person who makes a dem* 
and in that behalf at its office in Bombay, Calcutta, Delhi or 
Madras, foreign exchange al such rates of exchange and on 
such conditions as the Central Government may from time to 
lime b)' general or special order determine, having regard so 
far as rates of exchange are concerned to its obligations to 
the International Monetar}' Fund: 

Provided that no person shall be entitled to demand to buy 
or sell foreign exchange of a value less than two lakhs of rupees. 

<1) 7 Bom LH 161 
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Explanation.—In this section authorised person means 
a person who is entitled by or under the Foreign Exchange 
[Regulation Act 1947, to buy, or as the case may be, sell, the 
foreign exchange to which his demand relates. 

S. 41 Omitted. 

42. Cash reserves of scheduled banks to be kept with 
the Bank.—(H Every bank included in the Second Schedule shall 
maintain with the Bank a balance the amount of which shall not at 
the close of business on any da\ be less than five per cent, of 
the demand liabilities and two per cent, of the time liabilities 
of such bank in India as shown in the return referred to in sub* 
section (2). 

Explanation.—For the purposes of this section liabilities shall 
not include the paid-up capital or the reserves, or any credit 
balance in the profit and loss account of the bank or the amount 
of anv loan taken from the IReserx’e Bank. 

(2) Every scheduled bank shall send to the Central Govern¬ 
ment and to the Bank a return signed by two responsible offi¬ 
cers of such bank showing— 

{a) the amounts of its demand and time liabilities, respe- 
ctivelv, in India, 

(b) the total amount held in India in currency notes of the 
Government of India and bank notes, 

(r) the amounts held in India in rupee coin and subsidiar) 
coin, respectively, 

(d) the amounts of advances made and of bills discounted 
in India, respectively, 

(e) the balance held at the Bank, 

at the close of business on each Friday, or if Friday is a public 
holiday under the Negotiable Instruments Act, 1881 (XXVI of 
1881), at the close of business on the preceding working day; 
and such return shall be sent not later than two working days 
after the date to which it relates: 

Provided that where the Bank is satisfied that the furnishing 
of a weekly return under this sub-section is impracticable in 
the case of any scheduled bank by reason of the geographical 
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position of the bank and its branchesi the Bank may require 
such bank to furnish in lieu of a weekly return a monthly return 
to be dispatched not later than fourteen days after the end of 
the month to which it relates giving the details specified in 
this sub-scction in respect of such bank at the close of business 
for the month. 

(3) If at the close of business on any day before the day 
fixed for the next return, the balance held at the Bank by any 
scheduled bank is below the minimum prescribed in sub-section 
(1) such scheduled bank shall be liable to pay to the Bank in 
respect of each such dav penal interest at a rate three per cent, 
above the bank rate on the amount by which the balance with 
the Bank falls short of the prescribed minimum, and if on the 
day fixed for the next return such balance is still below the 
prescribed minimum as disclosed by this return, the rates of 
penal interest siiall he increased to a rate five per cent, above 
the bank rate in respect ot that day and each subsequent day 
on which the balance held at the Bank at the close of business 
on that da\ is below' the prescribed minimum 

(3A> when under the provisions of sub-section (3> penal 
interest at tlic increased rate of five per cent, above the bank 
rate has become pavabie by a scheduled bank, if thereafter on 
the day fixed for the next return the balance held at the Bank 
is still below the pi escribed minimum as disclosed bv this 
return — 

(a) every direct(»r and any managing agent, manager or 
secretary of the scheduled bank, who is knowingly and wilfully 
a party to the default, shall be punc^hable with fine which may 
extend to five hundred rupees and with a further fine which 
may extend to five hundred rupees for each subsequent day 
on which the default continues, and 

[b) the Bank may prohibit the scheduled bank from recei¬ 
ving after the said day any fresh deposit, 

and, if default is made by the scheduled bank in complying 
with the prohibition referred to in clause (p\ every director 
21 
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and officer of the scheduled bank who is knowingly and wil¬ 
fully a party to such default or who through negligence or other¬ 
wise contributes to such default shall in respect of each such 
default be punishable wMth fine which may extend to five hun¬ 
dred rupees and with a further fine wliich may extend to five 
hundred rupees for each day after the first on wliich a deposit 
received in contravention of such prohibition is retained bv the 
scheduled bank. 

Explanation.—In tliis sub-section ‘ officer” ircludes a 
managing agent, manager, sccretarv. branch manager, unJ 
branch secretary. 

(4) Anv scheduled bank failing to coinph \^ith the provi¬ 
sions of sub-section (2) shall be liable pay to tlie Central 
Government or to the Bank, as the case mav be, or to each, 
a penalty of one hundred rupees for each da\ during wliich 
the failure continues. 

(5) The penalties impof«ed bv sub-section (3) and (4) shall 
be payable on demand made by the Bank, and, in the event 
of a refusal by the defaulting bank to jiiy on such demand, 
may be levied by a direction of the principal Civil Court having 
juri.sdiction in the area where an office of the defaulting bank 
is situated, such direction to be made only upon application 
made in this belialf to the Court by tlie Central Government in 
the case of a failure to make a return under sub-section (2) to 
the Central Government or by the Bank with the previous san¬ 
ction of the Central Government in other cases. 

(6) The Bank shall, .save as hereinafter provided, bv noti¬ 
fication in the Gazette of India.— 

(a) direct the inclusion in the Second Schedule of any 
bank not already so included which carries on the business of 
banking in any Province of India and w'hich— 

(/) has a paid-up capital and reserves of an aggregate 
value of not less than five lakhs of rupees, and 

{it) satisfies the Bank that its affairs are not being condu- 
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ctcd in a manner detrimental to the interests of its depositors, 
and 

(ui) is a conipany as defined in clause (2) of section 2 of 
the Indian Companies Act, l‘>13 (VII of l‘M3), or a corpora¬ 
tion or a company incorporated by or under any law in force 
in any place (»utside the Provinces of India: 

(/>) direct the exclusion from that Schedule of anv schedu¬ 
led bank — 


(/) tile aggregate value of whose paid-up capital and 
reserves become at an\ time less than five lakhs of rupees, or 

o. whuii is, m the opinion of the Bank after making an 
inspection imder section 35 of the Banking Companies Act. 
I‘>4*), ci’iidutling i|s atiairs to the detriment ol the interests of 
its depoMtors, or 

{///) which goes into liquidation or otherw’ise ceases to 
carr\ on banking business 

Provided tiial the Bank may on application of tlie schedu¬ 
led bank Ciiiicerned and Mibiect to such conditions it any as 
It iiiuy impose, deter the making of a direction under subclause 
{t) or siibclaiisc (//) of clause {h) for such period as the Bank 
considers reasonable to gi\e the scheduled bank an opportunity 
ot increasing ilit aggregale ^alue of its paid-up capital and 
reserves to not less than five lakhs ol rupees or, as the case 
niav be, of removing the defects in the conduct of its affairs , 

{c) alter the description in that Schedule wliencvei am 
scheduled bank changes its name. 

Explanation —In this sub-section tlie expression ‘ value " 
means the real or exchangeable ^alu^‘ and not the nominal 
value which may be shown in the books of the bank concerned; 
and if any dispute arises m computing the aggregate value of 
the paid-up capital and reserves of a bank, a determination 
thereof by the Bank shall be final for the purposes of this 
sub-section. 
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Notes: 

Each federal re‘.er\e bank tinder the American Ftileral llescrve Sy- 
hlem is required to niamtain reM^tvcs of not kss tlau 25 porceut 
against its deposits anti fedoial reseiv(* noto<^ in nctual circulation. 

43. Publication of consolidated statement by the 
Bank.—The Bank shall compile and shall cause to be publi¬ 
shed each week a consolidated statement showing the aggregate 
of the amounts under each clause of sub-section (2^ of section 
42 exhibited in the returns received from scheduled banks under 
that section. 

44. Power to require from co-operative banks.—The 
Bank may require any provincial co-operative bank which it 
has any transactions under section 17 to furnish the return 
referred to in sub-section (2) of section 42, and if it does so 

he provisions of sub-sections (4i and t.^) of sectum 42 shall 
apply so tar as nia\ be to such co-operative bank as if it were 
a scheduled bank. 

45. Agreement with the Imperial Bank.—(I) The Bank 
shall enter into an agreement with the Imperial Bank of India 
which shall be subject to the approval of the Central fiovern- 
ment and shall be expressed li) come into force on the 
date on which this Chapter comes into force and to remain in 
force for fifteen years and thereafter until terminated after five 
years notice on either side, and shall further contain the pro¬ 
visions set forth in the Third Schedule: 

Provided that the agreement shall be conditional on the 
maintenance of a sound financial position by the Imperial Bank 
and that if, in the opinion of the Central Board, the Imperial 
Bank has failed either to fulfil the conditions of the agreement 
or to maintain a sound financial position, the Central Board 
shall make a recommendation to the Central Government and 
the Central Government, after making such further inquiry as 
it thinks fit, may issue instructions to the Imperial Bank with 
reference either to the agreement or to any matter which in 
its opinion involves the security of the Government monies or 
the assets of the Issue Department in the custody of the Impe- 
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rial Bank, and in the event of the Imperial Bank disregarding 
such instructions may declare the agreement to be terminated. 

(Z) The agreement referred to in sub-section (1) shall, as 
soon as may be after it is made be laid before the Central 
Legislature. 

(3) As from the commencement of Part III of the Govern¬ 
ment of India Act, 1935 (26 Qeo. 5, c. 2) references in the said 
agreement to the Ciovcrnor-Gencral in Council in relation to 
his general banking business hi'^ accounts and sums due to 

or from him, and references to Government in relation to rece¬ 
ipts and disbursements dealt with on account of Government 
shall be construed as including references to the Provincial 
Government'- 


CMAPTEK IV 

CIl M kAI Pro\ IMO\n. 

46. Contribution by Central Government to the Rese¬ 
rve Fund.—The Government i.tiall transfer to the Bank rupee 
securities of the value ot five ciorci. of rupees to be allocated 
b\ the Bank to the Reserve fund 

47. Allocation of surplus profits.- Afit r making pro\ isiun 
for bad and doubtful debts, depreciation in assets, contributions 
to staff and superannuation funds and such other contingencies 
as are usualh provided for bv bankers the balance of the pro¬ 
fits shall be paid to the Central Government. 

Notes: 

IJndei tlie Anirncaii alhi fii'ensns Dienibn 

banks aro tnliblefi to ait aiiJina^ ff G perceiit f»i< the paidup 

('Hpitinl stork A\hi*h cumi laiivw Vflci tlu nt the 

balance is addetl to tbo *4urplu of tlin lesei^r bankb Ttrv rve banks are 

eiLenipt Erom fotrials State, and local lixation except ^asihon uj>on leal 
esLabe. In oabi of liquid i lion o. dissolution v\ a lank snrplub 

lemuiniu); altn {layniont of d^bts d vidoiids ot b the properly ol 

tihe Tiiited States (knfTiniu it In India il the W<-er\c JDank in liquida¬ 

te! the surplus fiMgtdsaie by o? dirid<fl 1m tween ‘l.c ‘ ^•Titial (joTernment 
and tlie shaiehoMers, the formet taking 75 ptueent uud the lattei 25 jiercenb. 
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Achivements or the Besserve Bank: 

Ah Air. I)S Savkiir ob8rrve*> in his book *Iiankintj and Finance in 
Botnbay'' p. (i in conimHutio^ on the measure of iu*hi<*vcd by the 

BcBerve Bank 'Abse^&od impartially ic the 12 yeara ol its «*\iHtenco the 
bank ha^ Mime’ed in a considt^iable meu'^nre in euordinaliug bite Imik 
of bunkiiit' iC'OiJOea in India and in iionin;; oul. midi* movemeuL of 
credit. Intle;-d but lor lli * imp^i^'t ot <«ar hnaiee m > »ar)y y<*aT- of 

bnildiugiijk iN ?ri tho«ie diio(*tions wtaild have Iw^en more eoin- 

jdele. Tie numbei oi v,*hMliil-d bank- ba< adnally in'rea • d Jroiu 60 
ni l!k'5 lo 06 in 19l«, Tlroigl tliciii it lias leunlabed I'ledit aeconljim 
to tlie u'quiruiutnt- eif tiade and iiiduFtiy. It hah ot-o piovii'^ul cheap 
runiltaiu o s ann eftabluhcd Litannt* hoieo* 1 • l mdiU- -eltU* nt'ui 

of ihtei ImuL (daiiiib. The latlei ,l ,a lituhr h:i- b* 1; < d to aiicn itjUmO'*! 
late^ in tlu |irin*np.d uiban aica'^. In addition it iia-< like oib* r ci utrel 
bankh ffiidcft I •, hhotul ner^iot t» ti# itoveintmni in Tai-in* nocerhary 
i’liiani • ,»t proure h vtl^ < heapM iai»c. Abov** 'id, ii- MiiiMtudr i>r{MiL)tn' 
juiercPt ba beijouif .siiiivlv aj»in»«it m : -jniU'c^riii^ ol I e liank 

ing Conipaiu''' a d ih • Industrial Finance ( urpnation Jnllh and thiongh 
btrioter '^uiiidawl^ u}i[diid to i*i muk capital and bank nHjKctions. 

Dr. UN IV^diival in 1 1 - urticJc on the llc-orre Rank j ves’^ u*- a i»k 
lupbc of lJu <*lhci .-ide of rbc niediil and hobK the Ic*s*m v » Bank m*j|ion- 
sible tliough not 171 tlii' iiihl dt'giuc 1 >i tin inilation ot tik* wai and 
p)btv7ar year-. ‘On* ca'iiiot h^p lefcin^ fiat in ,h( »u i fm ot intliumii 
lliij Rchi rvc Ikiuk ol Iriflia ntmr ju-hivelv < o-o]ierat» *1 \\jlb ih» (l>\ei- 
nmt lit ro wa .i In’li'k'•b subordinate catiyin^ (»ui tbc du taU s «d a loTeiiin 
Govoriunent....Tbo ni inner in wJjch tbi puicba'‘<*4 of the Allu'* (i rii- 
inents in Iiniia \v?.r( financed iind th » waj" in which India wip made to 

bear the ical biirvleu ol the war out of ail piopniiion to lior ciioacitv to 

do so brought ubont Iht hulftiiiig ot llio proplt , In tbi*- the Rr eivo liank 
of Intlia was at load a passive b >ecbatoi. (i did u >t fullil thv fuiidamv iral 
objeetive of ibe fiaiiK rs ol tk'-K siivc T>rik »*l InoM A<d (m<hiHied in 
the preamble, nnnu]\. the sivoiring ot mriufarv dabilitv within the 
country/ Hr. IVluval does I'Ot -tharn in the oniiiusnihin manifested ovor 
ll»o nBtionQh«'4*ion ol tie Km'ive Bank, Uis view is nationalisation makes 
no dillereroe and t!c relationship bet vre on tie Go>eriiineiit and ilio Bank 
is not tnudanientally clianged thenhy. The indc) emlonee of‘Central Bank 
is largo!} a ni}th -nice the Goveriiois w'oro ap[)ointed by ihc Governm¬ 
ent and the nationally Aion of the Bunk ot* Bugland in 1946 did not 

raise a Butter even in Conservative rauks. Dr. Pofluval opines that there 
was no real reason wly the Old Lady of ThreadiiecdlcSbieet should have 

been taken over by u yoiiug Uovornmeui. 

(7) Busiiie‘»s Week Annual Nuail»er 1949, pp. 18 A 19. 
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48 Exemption of Bank from Income-tax and super- 
tax and provision for deduction at source of income-tax 
on dividends—(1) Notwilhstanding anything contained in the 
Indian Income-tax Act, 1922 (XI oi 1922). or any other enact¬ 
ment for the time being in force relating to income-tax or su¬ 
per-tax, the Bank shall not be liable to pay ina>me-tax ur super¬ 
tax t)n anv of its income, profits or gains. 

49. Publication of bank rate.—The Bank shall make pub¬ 
lic trom time to time the standard rate at which it is prepa»‘ed to 
buy or re-discount bills of exchange oi other commercial paper 
eligible for purchase under this Act. 

50. Auditors.— !'. 1' N(»t less than two auditors sliall be appoin¬ 
ted, and their remuneration fixed, be the Gintral (iovernment. 

(2; The auditor*-’shall hold office f(»rsucli term not exceed¬ 
ing one vca»‘ as the Central tiovemment mav fix w hile appoint¬ 
ing them, and .‘^llall be eligible lor re-appoinment. 

5 1. Appointment of special auditors by Qovernment.— 

Without preiudice to amthing contained in section 50 ilie Cent¬ 
ral Qovernment ma> at an\ time appoint the Auditor Cleneral 
to examine and report upon the accounts of tne Bank. 

52 Powers and duties of auditors.—(h Even' auditor 
shall be supplied witli a copv of the annual balance-sheet, and 
it shall be his duty to examine the same, together with the 
accounts and vouchers relating thereto; and every auditor shall 
have a list delivered to him of all bm>ks kept by the Bank, and 
shall at ail reasonable times iiuve access to the books, accounts 
and other documents of the Bank, and lIla^^ at the expense of 
the Hank, if appointed by it or at the expense of the Central 
Qovernment it appointed by tliat Qovernment, employ account¬ 
ants or other persons to as.sisl him in investigating such accounts, 
and may, in relation to such accounts, examine any Director or 
officer of the Bank. 

(2) The auditors shall make a report to the Central Qovern- 
ment upon the annual balance-sheet and accounts, and in eveiy 
speb report they shall state whether, in their opinion, the bala- 
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nce>sheet is a full and fair balance-sheet containing all necess¬ 
ary particulars and properly drawn up so as to exhibit a true 
and correct view of the state of the Bank’s affairs, and, in case 
they have called for any explanation or information from the 
Central Board, whether it has been given and whether it is 
satisfacton' 

53. Returns. (1) The Bank shall prepare and transmit to 
the Central Government a weekly account of the Issue Depart¬ 
ment and of the Banking Department in such form as the Central 
Government may, by notification in the Gazette of India, pre¬ 
scribe. The Central Government shall cause thc.se accounts to 
be published weekly in the Gazette of India. 

(2) The Bank shall also, within two months from the date 
on which the annual accounts of the Bank are closed, transmit 
to the Central Government a aipv of the annual accounts >igned 
by the Governor, the Deputy Governors and the Chief Accounting 
Officer of the Bank, and certified by the auditors, together with 
a report by the Central Board on the working of the Bank 
throughout the vear, and the Central Government shall cause 
such accounts and report to be published in the Gazette of India. 

54. Agricultural Credit Department. - The Bank shal 
create a special Agricultural Credit Department the functions of 
which shall be-- 

{a) to maintain an expert staft to study all questions of 
agricultural credit and be available for consultation by the Central 
Government. Provincial Governments, provincial co-operative 
banks, and other banking organisations. 

(/;) toco-ordinate the operations of the Bank in connection with 
agricultural credit and its relations with provincial cooperative 
banks and any other banks or organisations engaged in the 
business of agricultural credit. 

S. 55 Omitted. 

S. 56 Omitted. 

57 . Liquidation of the Bank.—(I) Nothing in the Indian 
Companies Act, 1913 (VII of 1913), shall apply to the Bank, and 
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the Bank shall not be placed in liquidation save by order oi 
the Central Qovemment and in such manner as it may direct. 

Provided that the total amount payable to any shareholder 
under this section shall not exceed the paid-up value of the 
shares held by him by more than one per cent, for each 
}ear after the commencement of this Act subject to a maximum 
of twenty five per cent. 

58 power of the Central Board to make regulations.— 
(1) The Central Board may, with the previous sanction of the 
Central Government, make regulations consistent with this Act 
to provide for all matters for which provision is necessary or 
convenient for tlie purpose of giving effect to the provisions of 
this Act 

(2) In particular and without prejudice to the generality of 
the foregoing provision, such regulations may provide f*>r all or 
any of the lollowing matters, namely — 

(a) the manner in\\hich the business of the Central Board 
shall be transacted, and the procedure to be followed at meetings 
thereof: 

{If) the conduct of busine.ss ot Local Boards and the dele* 
gallon to such Boards of powers and functions; 

(t) the delegation of powers and functions of the Central 
Board to the Governor, or to Deputy Governors, Director.-? or 
officers of the Bank; 

{d) the formation of Committees of the Central Board,the 
delegation of powers and functions of the Central Board to such 
Committees, and the conduct of business in such Committees; 

(e) the constitution and management of staff and supera¬ 
nnuation funds for the officers and servants of the Bank; 

(/) the manner and form in which contracts binding on the 
Bank may be executed; 

(g) the provision of an official seal of the Bank and the 
manner and effect of its use; 

(A) the manner qnd form in which the balance-sheet of the 

22 
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Bank shall be drawn up, and in which the accounts shall be 
maintained; 

(f) the remuneration of Directors ot the Bank; 

(y) the relations of the scheduled banks w itli the Bank and 
the returns to be submitted b> the scheduled banks to the Bank; 

(A:) the regulation of clearing-houses for the sciieduled banks; 

(/) the circumstances in which and the conditions and limi¬ 
tations subject to which, the value of anv lost, .stolen, mutilated 
or imperfect currenev note of the Oovernmenl of Ind.u or bank 
note may be refunded; and 

(/«) generally, for the efficient conduct ot ttie business of 
the Bank. 

(3) Copies of all regulations made under tins section shall 
be available to the public on payment. 

Notes-. 

When '•orvant who i** entitled <o an in'inny nuiler R. 22 (in) of tho 
K'*s(‘ive liank of Imlja is aflorded »ii I'lqoirv it luiiat not In whohy illo 
eoiy. If liH •.nlnnil't »u ezpUnttioii t'l w i{ai<l to th»' oliartr<‘ niinJo 
ui>aitisfc him ilie Htul caiiunr t ik)* *iu,r netnni till thoy iit sntt.lnd thnt 
H (‘haii{e 'or ehar^en) it. piovi'd; it i-. not that ii< n'orfit inadi'. 

Tilt' iVamtot. ot '‘harifi*-. it not an oiiqiiiiy a’i’l i> ii i- ]tr»vi*d, tiny iiiviht 
hi* 'ati'tied that Ih** a ' oi otnitO'i'<ii w* i,;li foiiin tli" las,, ot the eliiiij^o 
(or actp or omis^^on<' wluch form the ha<i. «l lh» chaig ) lu'ttily them 
in taking dii><‘ipiin'ti \ aotinn. Aud he miiht know exaiti} wi at it: the 
nature ol his oifi'inv and what is yonhiih re«l proved at the time when 
mieb aefion i- tiken. 'I'ho fa’t that le does not dmio to mhwer ohatg s 
in pertoii, but puts in a wijtteii stafciiitnt, dots not ati olve the emplo 
yer Irofu pjymg rx'od *<» tho eleuienttiy rule ol ii.t-lioe au-! (airplay 
Siueo a riLht of apit'al ft cluily g'ven against di.nus-ai ot employee oi 
Itfserve Rank there most he satisfactory evideneo upon which an appe¬ 
llate anthority can set ^ 

59 to 61. {Amendment oj Act /// oj 1906. Repeals. Ame¬ 
ndment oj seetbn 11, Act VII of 10]3.\ Rep. by the Repealing 
and Amending Act, 1937 {XX 'of 1937), s. 3. and Sch. II. 

(1) Itenerve Hunk of India V Elias iS5 I C ;fthfsl2 RB 263siAir 
tl93b) Rang ‘•>57 (RolMvrth CJ A .Spargo .1), 
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THE FIRST SCHEDULE. 

( S< V 'x'otioii ».) 

I. THE WESTERN AREA bhall consist ot the Province 
of Bombay the Central Provinces and Berar, Hyderabad, Baro- 
da, Kutch, the United Stale of Kathiawar (Saurashtra), Kolha¬ 
pur, the United Slate of Civ\ahor. Indore and Malwa (Madhya 
Bharat), Bliopal, the Acceding States administered bv the 
(jovernnient ot Bombat and the Acceding Slates administered 
bv the (jovernment of Central Provinces and Berar. 

2 'I Hi. FASI'ER.N AREA shall consist ot West Bengal. 
Bihar, Orissu, Assam, tiie Andaman and Nicobar Islands, Mani* 
pur. Cooch IJehar Tripura, Maiurbhani. the United States of 
Vindh\a Pradesn tne States, the Acceding States admi- 

m.stercd In the (J t\ernment ot Bihar and the Acceding States 
iidmiriiStered bv tne Cjowrnmeiit ot Orissa. 

.1. llil. NORTHERN AREA shall consist of the United 
Provinces East Puniab I »clhi, Ajmere Merwara, Panth Piploda, 
Kashmir Himachal Pri desh Patiala and the East Punjab States 
Union Bilaspur rehn-vjanivval. Rampur, Uenares, the United 
States ot Raiasthan the United States ot Matsva, Jaisalmcr, 
.Jodhpur, Bikaner, Jaipur and the Acceding States administe- 
led by the (jovernment of l:ast Punjab. 

4. TflEy SOITHLRN AREA shall consist ot the Province 
ot Madras Cooro, Mvsoie Cochin Fiavancore, Sandhur and 
the Acceding States administered b\ the Oovernment of 
Madras. 

I'HE SrXONP SCHEDULE. 

( Sm (•'•lion 43 and 2 («*) ] 

Scheduleti Banks. 

Ajodhia Batik, Fyzabad. 

Allahabad Bank. 

American Express Conipanv Incorporated. 

Banco Nacional Ultramarino. 

Bank of Baroda. 
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Bank of Behar. 

Bank of Hindustan, Madras. 

Bank of India, Bombay, 

Bengal Central Bank. 

Canara Bank. 

Central Bank of India. 

Chartered Bank of India, Australia and China 
Comptoir National d’ bscomplc de Paris. 

Eastern Bank. 

Qrindlay and Company. 

Hongkong and Shanghai Banking Corporat-on. 
Imperial Bank of India. 

Indian Bank. Madras. 

Industrial Bank of Western India .^hmedabad. 
Karnani Industrial Bank. 

Lloyds Bank. 

Mercantile Bank of India. 

National Bank of India. 

National City Bank of New York. 
Nedorlandsche lndi«clie Handels-bank. 
Nederlandsche Handel-Maat.schappij. 

Nedungadi Bank, Calicut. 

Oudh Commercial Bank. 

Punjab and Sind Bank, Amritsar. 

Punjab Co-operative Bank, Amritsar. 

Punjab National Bank, Lahore. 

Union Bank of India, Bombay. 

Quilon Bank, Quilon, South India. 

Nadar Bank, Tuticorin. 

Comilla Union Bank, Comilla. 

Indo-Commercial Bank, Mayavaram. 

Comilla Banking Corporation, Comilla. 

Canara Banking Corporation, Udipi. 

Canara Industrial and Banking Syndicate, Udipi. 
Indian Overseas Bank, Madras. 

Mahaluxmi Bank, Chittagong. 

P^ath Bank, Calcutta. 
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Palai Central Bank, Palal 
Calcutta National Bank. Calcutta. 

Devakaran Naniee Banking; Company, Bombay. 
Jwala Bank Ltd,, Agra. 

New Citi 7 ,en Bank ol India. Bombay. 

Pioneer Bank Comilla. 

New Standard Bank. Comilla. 

Calcutta Commercial Bank, Calcutta. 

Noakhali Union Bank, Calcutta. 

United Industrial Bank, Calcutta. 

Dinaiporc Bank, Di 'aipore. 

Laxmi Bank, Aknla. 

Bunk of China Calcutta. 

Bank of Coin.nni/ic'.tii'!’'. Calcutta 
National Sa\ir. 4 ^s Ba'k LtJ . Bomba} 

United Commercial B.mk. Ltd. Calcutta. 

llmd Bank Ltd , Calcmia 
Traders Bar-k LtJ Lahore. 

New Bank o! Ind'a. IJd. Lahore. 

L^AChaiijTc Bank ot India and Africa Ltd., Bombay. 
Univer.sal Bank oi India I^td., Oaimianagar. 

Aosociaied Baiikiiie; Corporation or India, Bomnai. 
Bunk of Jaipur, Jaipur. 

Naiional Bank of Lahore, Lahore. 

Naraiig Bank ot India Lahore. 

Hindustan < ommcrcial Bank. Cawnpore. 

Oriental Bank of CKiniincrce, Laimre. 

Bank of Mysore, Bangalore, 
discount Bank of India. B(»niba\ 

Andhra Bank Masulipatam. 

Bank of Commerce, Calcutta. 

Hooghly Bank, Calcutta. 

Bank of Nagpur. Ltd., Wardha. 

Hindustan Mercantile Bank. Calcutta. 

(ladodia Bank *‘Ombay. 

Prabhat Bank, Lahore, 

Pratap Bank, New Delhi. 
indo-Mercantile Bank Cochin. 
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Bareilly Corporation Bank, Bareillv. 

Bank of Maharashtra Poona 
Tripura Modern Bank, Agartala. 

I^umbakonam Bank Ltd Kumbakonam 
United Smd-Punjab hank Ltd Karachi. 

Bank ot Bikanct Ltd. Bikaner 
Jodliput Ci)inmorcial Bank L^d Jodhpur 
South India Bank, I Id., 1 innevelK 
Bank of As-jam, IJd. Shilionjr. 

Tanjore Permanent Fund, Ltd, Fanjore. 

Southern Bank, Ltd. Calcuita 
Travanene Bank, (ad.. Fir.andran Fahik 
Au^tra[asla BaiiK, lad,, Lahore 
New Standard Bank, Coinilhi 
South Indian Bank, (JJ , Tnenu. 

Lakshmi C)in'net*.iai Hank., Ra\\alpind» 

Bharatiia Lak-hmi Bank, Ltd. Masulipatam 
Bankers Union L id., Calcutta. 

Presidcnci IndUbtiiat Ban), Ltd Poona Cih 
United Suid-Puniab bank, Ltd 
Fravantore Forward tank Ltd KoUaxam 
Bank ot Poona. 

Hyderabad Sktie Bank. 

Mercantile Bank • f Hvdi,.Mbi.(1. 

Vysya Hank 

THF. THIRD SCHLDULL 

htilKiYJ I 

PfOVl^ton^ to be contained in the agreement between ll.e 
Reserve Bank of India and the Imperial Bank of India. 

L Imperial Bank ot India shall be the sole a^ent ot 
the Resene Bank of India at all places in Hritit>h India where 
there is a branch of the Imperial Bank ot India whicli w'as in 
existence at the con'mencement of the Reserve Bank of India 
Act, 1934. and liicre is no branch of the Banking Department 
of the Reserve Bank of India 

2 . In consideration of the performance at the places referred 
to in clause 1 bs the (mp«.rial Bank of India on behalf of 
the Reserve Bank of India of the functions which the Imperial 
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Bank of India was performing on behalf of the Central Qovcnt- 
ment before the coming into force of the Reserve Bank of 
India Act, 1934, the Reserve Bank of India shall pav to the 
imperial Bank of India as remuneration a sum which shall be 
for the first ten years during which thi>> agreement is in force 
a commission calculated at one-sixteenth of o*ie per cenl. on 

the first 250 crores and one thirty-second of one per cent, on 
the remainder of the total of the * receipts and disbursements 
dealt with annuallv on account of U«)vermnont b'- the Imperial 
Bank of India on behalf of toe Re.st.r\e Bank ot India. At the 
clo.se of the said ^ n vears toe lemuneration to be paid by 
the Reserve Bank of India lo the imperial Bank of India 
for the performance of these functioiis shall be revised and 
the remuneration tor the ensuing five vears shall be deter¬ 
mined on the basi'- ot the actual co-t to me imperial Bank of India, 
as ascerhiincd bv o.vpert accounting investigation, or performing 
the said functions 'Phe remuneration so determined .■^iiall thereafter 
be subject to revision in like manner at the end of each period 
of five vear'. so kmg as thl.^ agreement remains in force. If any 
dispute arises between the Reser\e Bank of India and the Imperi¬ 
al Hank of India is to the aimiiint ot me sad reinuneralioi. the 
matter snail be relerred loi tinai decision to me Central ijovern- 
ment who ma> requiiefroin the Imperial Bank such information 
and may (»rder such accounting mvesiigation as it tlnnk.s til. 

3 , In consideration of the maintenance b\ the Imperial Bank 
ot India of branches not less m rumber than those existing at 
the commencement ot the Reserve Bank of India Act 1934, the 

Reserve Bank of India .shall ut.lil the expiry of titteen years 
from the coming into force ot thii agiecinent make to the 
Imperial Hank ot India the tollowmg payments namely:— 

(а) during me first ti\e \ears of the agreement - nine lakhs 
of rupees per annum . 

( б) during the next five vears of the agreement—six lakhs 
of rupees per annum; and 

( f) during the next foe vears of the agreement--four lakhs 
of rupees per annum 

4. The Imperial Bank of India shall not without the appro¬ 
val of the Reserve Bank of India open any branch in substitution 
for a branch existing at the time this agreement comes into force. 
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of India, jiart 11 dutid I6t.h March ]9:r>, )>i>. 2ri3-:!66) 

(In t-xerci«e ol tlio povvor 4*oiiloiicd by th*:? pmvj^o to s. 2S oi f.ho 
Ut‘srM‘Vo Bank of India Act 2 oi I9ii4 iht* Conlial BoanI of l)irp(*f>(n< oi 
the Receive Bank of In*1ia by virtue <»t th*5 i ower CMif iied by ■*. 7 <»f 
the Raid Aet anfi ’with th'' previouR nan 'on of the i»overnc»i 'leueral 
iu Council make^i the following ruleg proRcribmg the in 

and the condilioim and limitations ‘••ubject to whif h thn value ol anj 
lost, stolen, niutilati^l oi ini]»eifeet eurrein^} i ote of the Oovo'nmrnt of 
India oi bank u<Me tnay be refunded a?- of 

1. Short Title. Thtse Tulen inaj be oall»<l ile lie ei>n liank oi 
India (Note Redund; Itule^ 19.»5. 

2. DeiinitioJlfi>In these me- unions theio is anjllung repugijaiit 
in the Huhjeel or context:— 

(n I 'altered note means a note iii vvliiidi .n aiUratit^u iuis been 
made in the number, iiahs signature^ or value oi in any othot ie8|K«ct; 

(b) Mhe Hank* !in*an- tin* Ueaervt H.inL of li cJia Miii'itiiulod by 
the HeRorvo Hmk ol India Aol l*ht4: 

( e ) * halfnote ’ ineauM a hall of a note whi> n I bee n divided 
vertically through or near the cenirt*; 

(d) * mismatched note ^ means an jnipeilect note ioimeil by joinin:i 
a halfiiote oL one note to b ilfnote of another nob , 

(e) 'mutilated note * mianR a note of whirh a perfion is roiFRini?: 
ProvidfMl that the portion presented is clearly mure tbau a halinote and 
that if the portion presenleil consists of part., of a note joined tog^thei 
ea^h part ot *'U<.b portion if nbmtjfiable as pait of the auie note; 

(f) ' nut^ ' imans a note ol the Reserve Rank ot India including a 
currency note «>f the Government of India issued whether by the t »ovoriior 
General in Council or by the bank; 

(g) ^number* toeludes the letters ot the senes to W'hich the 
note belongs; 

t h ) ' obliterated note ' means a note not being a mutiluled or altered 
note of which a portion has b>«comc or haR been rendered undeciph^'rable; 

< i > ' office of issue * means the office of the Issue Deparmeut of the 
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Bank at Lombay, Calcutta^ Madrafi, or Bangooo, or the branch of fcbe 
l 0 sne Department of fhe Bank at Cawnpore, Karachi, or Lahore; 

(j) * prescribed officer * means the officer in i^harge of an office 
of issue. 

3. Presentation of OlalmS'. (1) A claim in respect of a note of which 
the denomination does not exceed ten riippes luaj be presented at any 
office of and may he dealt with by the prescribed officer at any 
such office. (2) A claim in re«ipect of a note of which the denomination 
exceeds ten rupees shall l»c proseiited Ik* the pre'tTil)ed officer lu chari^e 
of tlie office of Issue io which eiu*h note appeals to belong and such 
pre«criheil oibcer shall alone be authorised to entertain it. C^) When a 

has been presontel t.o u prescribed offi(»or whti is nob aiithoiised 
to entertain it under siibrule (2) such offioei shall return the n >U 3 to 
the presenter and rtfir him to the officei to wliom it «>honhl b*- presen¬ 
ted uudei subrule (2) 

4. TlmOllinit to CHiins : If it ap^iears to tho prep»*ril» d c»ffi*ier 
aiithoilscd to enteitaiD the claim that any claim was not m>idc by the 
claimant within 12 iiioulhs of the tinio when it might first have heon 
made by him the prescribed otlicer shall not entertain the claim. 

6. Value Limit to Claims* (I) No claim in lespect of a note 
alleged to have been lost, stobm, or wholly destroyed c>r of wliieli the 
portion pro-rented v neithoi a halfnobe noi a mutilated note shall be 
eutertaiuod nnl< do nomination oi the note e^ctie(]^ Lcn rupees. 

(2) No claim in lespcct of a lialfnote oi a mismatched note shall be 
entertained unless snch lialfnote oi <»ne of the halfnotos comprising the 
mismatched note is put ol a note of which the denomination exceeds 
ten rupees. 

6. Bncjulry into Claims; (1) Where any claim is maile under the'*o 
rulob the prcscribeil officn authori'red to tmtenain the oLiim shall hold 
an enquiry unless the claim relates to a note alleged to have been 
stolen in whicfi case ho may reject the claim without holding any 
enquiry. (*2) K in the conrao of the enquiry referred to in suhrule (1) 
the <*latmaiit fails withont roasonable emse in the opinion of the ]>re- 
Bcribod officer to furnish wiinin three m()nth&» any information called for 
by the prescribed otJUser, prescribed officer may reject the claim. 

7. Rejection of Claim concerning Halfnote : A claim for the 
value of a halfnotc' shall lie rejected unless the number of the noto is 
identified by tho prescribed officer on the halfnote and the halfnote i*4 
entire and has not l^een divded and rejoined. 

23 
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3« Bojeotlon of Claim concerning Mutilated Note of less than 
Ten Rupees: (l) A claim for the Talue of a mutilated note of adenomi* 
nation not exceeding ten rupees shall be rejected imlo'.H in the opinion 
of tl^o ]>r«si*ribed offiooi the portion presented clearly lorins c( a 
genuine note and the juisaing jjoruon Lho suial) to he used in 
siip]Jort of any other claim nndej these rnW 

1*. Rejection of claim conoeralng mutilated note of more than 
Ten Rupees:* (i) A claim for ih« value of a maiiliitMd note ol a 
denomination rxc»'«diiig ten rupr»‘h .-liall be r^*j<‘Cled uni'*-'*' iho number of 
the note on examination is identified with ♦•‘itaiuty b> tiie presenhod officer 
as one of not more than i\ inindu-rs. Piovided that it* tl'e number of 
the note though not capable of fu«'b id#*ntificalion is dcelfued by the 
claimant the claim shaU be dealt with under itulcs and lO the 
claim to the value of a wholly de-^trovrd Provhled f«i it her that when 

the elaimant is unable to deeUie tho number if the pir^mhat h 

of opinion that the number may bo identilied wifh certij?)ty within 
a reasonable ])**riod he may permit the c^umunt to have tho 
note in deposit with a view to future ideiitifieatioM 2' Wh<m a claim 
is rejected umler subrulo (1) tho note shall be stamped by the pre«?crj- 
bed officer and returned to the claimant (3) If a mutilated uoto of a 
denomination exf-eeding ten rupees ha« been idcntifiefl wdth ceit'iintyby 
tho preserilied offir er as om of not more than six numbers hf may order 
the claim to bo paid at once. 

10, Deposit of Mutilated Kotos: (1) TJs- pnsciibcd officer shall 

cntei the ju'tieulirH of any mutilated noW placed in dcpifi^it ntider the 
wond I roviso ^ub^ub^ (1) ol rule 9 in a to he maintaimd 

in this hehall and nhall give a receipt to the elaimaip fin* sueh note. 
(2) Wh«ro 1h»* number uf a note so plated in deposit not identified 
within a period of three yeai> to the e\teut t^pecified in suitrulo (];of Hule 
9 the claim *»halJ }»e rejected and the note shall be stamiicd and return'd 
to the eiaimant, or if the claimant cannot be Louud shall be de4rojed 

11. Disposal of Claims conoernin^rHaUiiotos: (DAeJairn for half 

the value of a note of which a halfiiote only is pre-ieiited by tJie rlaiinaut 
shall be dealt with as follows:*(a) If a eouiili relaim fji the full value 
of the not 3 has not heon received at the office of issue before the pre¬ 
sentation of the claim or within a period of fourteen working days there¬ 
after, half the value of the note may he paid to the eliinianf on the 
expiration o^ nueh period, (b) If the full value of the note has already 
been paid on a cUim nnder rule 14, the claim shall bo rejected, (c) If 
a counterclaim for the full value of the note ba«* been received before 
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the p'egeiilabioii of ibo olaioi or ib received before payment of half the 
value of the note le made under clan^^e (a), the prescribed officer may 
order that one claimant bf4 paid forthwith tbo foil value of the note or 
that one or both elaiinantp be paid bnthwith t.alf the value of the note 
ir that both claims bt reieet^d. (2) CJuimB in respect of a mismatched 
iiotrf* ^hall be deeiufd be sejiaiate <*]auuK in rospoct of each h*ilfnote 
tibnreot and 'ball be dealt with a provided in subrule (1), 

13 Obliterated and Altered Notes A claim m n jiecf of an 
obhuintrd or f*Jt^»r(d iioto or halfniite-hall t»c icjectid unje'^s the prescri- 
betl oiiic«r ii- -»tiFhe«l at << the ol 'inch note or Lalfnotc and 

ll'at tic IK to OT haJfoo^ lia^? noi m fniidui^^nMy altcnd so as to appear 
to be 0 t1 a li^lor d( nonuriatlon 

Jo Method of preaentinr ceitain Claims: (1) A claim for fbo 
lull vaiuf ol -I Hole-(a) ivlon a only is presented by the clai- 

iiant Ol ^ mIcd th» note is alPged to hive been lost or wholly dost- 
loveil or v\hon portion ot fho rote lescnted n«aithei a haltnotfO 

uoi a fuiuilht^d note ^iall be accoinpHnif d bv a dinned st*itement (or ii 
the ]>jesrnbtu oUkm so rtsjuiie*? au atfidavit) asserting that the clai¬ 
mant war *h(» la t ^awful bolder of tta tntire note and detuling the ci- 
nniMStan^i^v athodin^ th< loss oi doMinctioD of the missing halfnote or 
note as the ci^^o may be^ und by a -talcment obtained from tlic police 
Ol |Ohlal SiUthoriliiH ol the lesiilt of the enquiiy, if tiny, h« Id by them. 
(2 Tbr ])rcscrit»« 1 oftn t r stall eonside^ the statem^ois lurni^htd and 
the alfidavit^ ij any, and ■'ball make Fuen further enquirv, it any, uf hi 
may < on'^-ider m oessary 

11. Disposal oi Cbumn under rule 13 0) '!) When a claim 

ih made un«ler clause ol hubrnlc (1* of Rule IS and a counteiolaim 
hat* been pro enlcd In respect oj tbf* conniexpait of the hallnote (a) it 
the full va’ut of the note ha-* b^'cn paid the chini shall be reVatod, (h* 
if half the value of the no'o bus bwu paid the prescribed officer may order 
half of the value of the note to be paid to the claimant forthwith, (c) 
it the connteiclaim if pending the pre-cribod olticoi may order that 
one (laimaiit be paid toithwith the lull value of the note ot 
that each elaiiiiBTit bt ]iaid iorbhanth half the value oi the not< or that 
both claims be re lectod. (2) When a claim is made imdtr clause {a) of 
hubrnle (1) ot Rule 13 and tl»c cmiilorpait of the halt note ha*" not been 
presented—(at if the piesctib*d officer i-» not ‘satisfied that the conn- 
tori^rt of the half Hobo has Ih cu h>Ft or destroyed in such circumsbances 
that there is no }>rohabiliiy ot iti h ing presented at some future date he 
may order payment of half the value of the note forthwitti: (b) if he la so 
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satdfified and ia also satisfied that the olaimant was the last lawful holder of 
the whole note he shall cause to bo published In tho Gazette of India 
and in throe successive issues of the local offical Oa/ette a notification 
setting forth the particulars of the note of which one halfnote is alleged 
to have been lost or destroyed and the name of the claimant and calling 
upon any person having any chiim in respect of 5^ucii note to submit the 
claim forthwith; (<*) if on the expiration of two v*ars from the date of 
the first publication under clause (b) the couut'^-part c»l tic balfnote has 
not been presented he may inve*<t in Government securities or deposit in 
the I’oM Office Savings Bank an amount equivalent to full vnlno of 
the note: (d) if on the expiration of a period wliich sball be dc^lerniined 
by him but which unless the (Vntral 'Hoaixl otheTwise directs shall not 
be IcS'^ than tiire yvan, from the date of the first publication leferredto 
in clause (bi the coniiterpart of the balfnote has not been pro-ioiited he 
j-hall deliver the -eciirities or deposit referred to in clause vo) with any 
interebt which basin the meantime ac*cumnlatod thereon to the claimant, 
or it the <daimant U dead to his legal rej>roseiitat.ive on studi claimant 
or ropro-cntative eve^utini: a bond with or without sureties jtj the form 
hct forth in bcl’edulo I or <«chedule II; (o) if before the evpiiuriou of 
such periofl the couuterpurt is prebonted ivith a claim for tlu* full value 
or for half the value of the note the proceedings iiuder clause*^ (b), (o) 

and (d) shall be cancolh^ and the two claims shall be dealt with under 
Biibriile (1). 

15. Disposal of Claims undor Rule 13 aUb)- Where a claim is 
made under clause (b) of siibiulo (!) of Kuh* 13...(a) it proscribed 
ottic(>r not •satisfied that the note or the uii])roscutod ]K>rtioii of the 
note has been wholly destroyed or lost in such circumstances that there 
is DO probability of its being pre'>onted at some fidure date ho shall 
reject the <daiin; (b| il ho is so hatisfiMl and is jilso satisfied that the 
claimant was the last lawful holder of the note he shall cause to be 
published in the Gu/elte of India and in three <*ucceb8ive issuts of the 
local ofbeial Ga/etie a notification selting forth the particulars of the 
note alleged to have been lost or destoryed and the name of the claimant 
and calling upon any pel son having any claim in respec*! of »^uch uoio 
to submit the claim forthwith; (c) if on the expiration of two years from 
the date of the first publication under clause (b) the note bas not been 
presented he may invest in Government secuiitieg or deposit in the 
Post Ofiice iSiviogs Bank an amount equivalent to the value of the 
note; (d^ if on the expiration of a period which shall be determined by 
him bus which unices the Central Board otherwise directs shall bo not 
less than five years from the first publication referred to in clause (b) 
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|}ie note hsa not been prosentecl and no sabsoqnont claim in respect thero» 
to has been Aubstantiated he thall deliver the bec-urities or deposit referred 
to in olant^ (o) with any interest which has in the meantime accomnla- 
ted therfrOD to the claimant or if the claimani dead to his legal 
reprosentativc on <«nch tdaimant or reprcMcutative (^eouting a bond with 
or without emetics in the form het forth in schedule III or schedule IV; 
(e) if before the expiration of biiob period si nnhseqiient oLuni in respeot 
of the note libs'antiatod the securitioF or de]) 0 <iil referred to io olaiwe 

(d) ^•Ila11 be delivered in the manner provided in that clause to the 
pirFon making <«iicb giibseqneiit claim oi- if f>uoh pot'-ou is dead to lus 
loj^al re|)lvsentu^]V4^ (1) if hetoi«‘ the aspiration of buch period the 
note alleged Io have botm lost or dnstroyi-d U pioflnt^otl by the claimant 
01 any other jiorson the uroroeding'' undoi thi** inh in respect of suoh 
notr shall bot^ancclled 

16 Bonds I^idumI foimis to oe supplied hj the bank shall be nbed 
\h th'* fxecutioii ot smy bond reqiiir»-d in pnrsuancM of clause (ch of Knie 
11 or clause {d) of ICnlc 15, and the valiiDof th^ ^(amp on any ^ueh bond 
hliall lie recovered troni tbo iwt^ou executing the bond. 

Return of Notes by Banlc: Save as otbenvise )»r(»vided in Rule 
and Rule lo any Qot(« pr^^aented in prosecution of a claim shall be ret> 
aincd by the bank wlisitevei b(» the dccieion on the claim. 

18. Procedure when Payee Is Untraced: AVhere as riie result 
of a chum under thcbi^ lules the valut or the part ot the value of a 
note IS piyable to a ciauiiaDt and '^noh v'Uimaut oi jl he is dead hi^ 
legal 1 opjesouinti^e cannot be found or taiU within a period ol three 
months from the eommuniratioii to him of the decision to take ste]»s to 
leceive payment the amount payable shall W paid by the Issue Depjrl- 
ment of the Hank in the ca^c ot a currency note of the Government of 
India tio the Governor (General in Council and in the ca-e of a bank note 
to the Banking-Depaitiimnl ol the Dank. 


(kSBORNE A SMITH 
GOVERNOR 
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The Reserve Bank {Transfer of Public Ownership) Act 1948. 

(liectred tie of the G#vernoi-Gener»] on the 2;hd Se]>t6m* 

her 1948, PuhJi^led in the Gazette ot Indjj, Extiacirilinary, dated the !2yrd 
Septenibei 194'' 

Act XLVV of 1948 

An a(t to hung the sh«r< cnpilHi ot IM ThHank ot India into 
]»nhlie owiUf^hif* and to miike <oii^qm btial iinciiduient^ in the Kt‘)GT\t 
Bank of Imhi Act 19 4. 

\\h(r« ih lb It expedien* to biiiig the nhiie r*n»ital oi ihv K »ivt 
Rank ol li ha into piihlic ip, to make proviMoiiA wiiii »-e*-jRel to 

the lelation*" helwteii the < ► ntril Go^oinmcnt ontl tho Rank and to inaki* 
ronsique Wi j1 anif i.dnient-* in th lie e'V<» Jvank of Indwi \ct, 1934 
(11 ol 1934 

ft 1 *^ hei«'b% rnv'ted ae lolio^& — 

Short title 1. {1) Thi’^ Ac! mav he called TIjo Kt'-ervt' Bank Tra¬ 
nsfer to public owiierdap) A I, I94h 
Delinitions. 2. Jn thus Act,— 

(a) ''a| point ^d da% *' mean^ Bpch dry ah tie nment 

may, by noliticalion in tlu^ olluial (»azo1te, appoint 

tV); Bank naai h th< Ueenive Bank of India Act J931, -'ll nf 1934). 
IHanhtei of Tank k 1) Ou the appoiritni day- 

shares. 

(«) all .•‘harih in the i apitsil ol the Rank rImII by virtue td ihih Act- 
br deemed to lv» ti an-lei re 3 free of all liuhts Imbilitie'* and encumbrau- 
ces to thi C\iitral irovemmtnt; and 

(2) hill t'»mp(n.sa lion t hole foi, tit Genual iimeut shall issue 

to every peison 'v>ho, iiuinetliately lielore the appointed day, is registored 
as the holdtr td any -nch shares an amoiujt calculated at the rate ol ono 
hundred and eighteen rupees and ten annas, per shaie, iii pro nissory 
notes ol the Geutial t Fuverniiienb beaimg iDteie'*t at ti i tale of bhrte pei 
eentum pei annum lepayable at par on such date ab may hi Fpeiilhdin 
thi*! hehalf hy the CcMitral Qovoinmont: 

Piovided that will re the amount so calculated is not an exact multi¬ 
ple of one hundred ropees the amount iq excess oE the nearest lower 
multiple of one hundred i upecs shall be paid by cheque drawn on the Bank. 
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ProTidad furUier fclmt in res|>ed of any sliaro obtained at pnr frotn 
i)ie Pontral Uo\e]*iixnent by any Piroctor of Bank lu pur^uauo'' of 
Bub-i^ection ^8) of Srrtion 4 ol the prineinat Act as in force lately 

before the appomted da\. the said annmnt he ealculaU^^ the raie 

of one bundled inuee' per hhaie 

(2) NotwitfaBtanding the trausfet ot shares eU^ftefl l»y thi« section 
any shareholder who, iiumediab Iv lx fou tin app dot d *luy, 
to payment ol diyid^nd oo the shore', hdd hy him '*haP b* eiitjUod to 
receive trom thr Bank- 

^a) all dividendh ac^*rnM Ino on hiB shares in i iBpccl <n thw \ear 
t mJiiu^ «»n tile 30th <hi> o> Jum ^ 194^, ot any preceding veai rcuiaimn^r 
un]>aid oil the a^'pomted date 

•\y) divi<l^>ndh c*ii‘uJitod at iho lak oi ioiii rupees per annum p t 
shai(% in peci oi rh* peiiod noin tht 1st div ol daly iJd'*, to th^- 
appouiied (lay 

4 ('n iht ajpoinlfd day a y per-ou v/ho immodiakdy bdore thU 

day wus * nldin, ofhce as a Director oi the Central 
Vaeftlion ot ofiico Hoard oUitiwisc than a^* (iryornor oi iioput> Governor 
hy existing o'lic^ or as a meraiiei of the Loeal Hoarl oi tlie Bank eball 

itenicTs. vieatc his oihc<, an I the G ntiai Board and the 

Loc.ll BoauU «d the hank shall theerattcr be coti'-ti* 
tubd in the nianiui presoiibwl by i'* and 9 ol ilic IMncipai 

Act as amended by mju Act 

5 I'endiiig the <'on?:itntion of the Ot ntra) Board niider Seetion 8 

ot tht 1 iiiivipal Act HK aiuen&ed tlui A> t, ilie 

latorim airinge- G<»v^rn«rr ol th« Hai'k, or in his ahseuco a Deputy 

men to. 'oncinor ol the Bank duly nominated liy liiui in thiB 

behalf, may, sub (vt to sneu restrictions and conditions 
ae may liom time to time be -mp'Sed bv the Central Govemmenr eaei- 

cise all powers, and lo all act and ihingp which may he oxerci or 

cone by the Bank 

«. O) Tile * cntiat Goy«^tiin«*>nt, b> notification in che official 
Gazette make rnlo^J for the purpose of giving eftect 
Knle—making fo the objecti oi thiti 4ct 

power. 

(2) In particular and wiihont prejudice to the gonerallity of the 
foiegoing power, finch rnlefi may provide- 

(a) for the manner in which and the authority by which compen- 
t^atioa ehall be paid under Section 3; and 
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(b) for the determination of pci<!oiia to whom eornpentwktion i*« tio 
payable. 

7. Ah from the appointed day, the Ih^He^vo Bank of InJia Aat, 
1934 (II of Amendmenta to Act TI of ahall be amended m the 

manner directed in the Schtidule to this Acr. 

THE SCHEDULE 
(See Section 7.) 

AmendmeutH to the Keiervo Bank of India Act, 1984 
Section 2-In clause (•!) omit '‘hilver*'. 

Chapter ll-In the hearing for SHAKE CAPITAL ” Mibstitate 
« CAPITAL 

hor Seotinn 4, nnbatitute the foUoKiin^ nanielj:*^ 

A Capital of the Bank-The capital of Bank shall l>e fis^e ciore^ 
of rupees 

Omit seotioii 

For Section 7, r^nhstitnte the ioliowing nainolj.- 

“ 7« Management - (1) The Central Oovernment may Irom time to 
time give snoh directionn to the Bank as it may, aftei consultation with 
the GoYOinor of the Bank^ counidor n-^efia-^ary in the pubic interest. 

(2) ^nl»joct to any sncl direotiouh, ilie general superintendence and 
direction of the *iffairs and business of ihv Bank shuil be eutrustod to a 
Central Boar I of Directors which may eaercise all powers and do all ads 
and things which may ezeroisud or done by the Bank 

(3) SaTe as otherwi'^o provided in regulations made by the Central 
Board, the Qovernoi shall have full powers to transact all the business ot 
the Bank which may be transactetl by the Central Board/' 

Section 8. 

ri) for snb-^eotion (1) snbstitiittf the following namely.- 

'' (1) The Central Board shall consist ot the following Directors, nainely:- 

(a) a Governoi and two deputy QoyHruor» to bn appointed the 
Central Goyernment; 

(b) foor Directors to be noiiiiaated by the Central Goyernment, one 
from each of the four Local Boards as constituted by Section 9; 

(c) six Cirectors to be nominatod by the Central Goyernment; and 

(d) one (joyemmout official to be nominaled by the Central tloyemment*'; 
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(ii) foi tlte becond jMragraph of -ub-'uvtion (i) substitata ihe folio- 
wiog namely- 

‘'A Direotor nominat-ed nmlor olanse (c) of ction (1) shall, sub¬ 

ject to the pro^lBions of mb-soction (0), hold oifioe for a period of four 
years/, 

( 111 ) altnr Btihogubin (fi), the (oliowiu^ eub HediODB shall be added 
nainely- 

‘'(b) of th( sjx DirtrloiB first nfumnaU \ under c-Iauso (o)offaab 
section (l\ two •‘hall at the end of one jear, two at tl*^* end of 

two years and the Ii*'t two at the end of thiu» years the Directors so 
to retire being detjrmiiKd by lot 

(7) A t< tiring I>n<ilor ‘^hill b« tligible tor rt uoinination'* 

Foi •‘Mtion 1> nih tituto fh» [jlJowing numel) 

"0 Local liOtuL tl ir uuHtitiition and tiinclionw — 

(DA Local iloarri f>hall be constituted for each of the four areas 
spociiied in first '^chedn!« and sliali ( insist of tivo members to be appo¬ 
inted by the (’’cnlral Governnirnt to leprcsent, ah far as pop-jble, territ¬ 
orial and economK in < n ^ts and the intcrcht'^ of co-op^ration and mdigftnons 
banks 

(5S) Melnikrs ot (he Ijo al Board hball elect from aiuong^* thoniselvos 
one pernoii to b« (he < I airman of the liiairt 

(d) The members of (he Local Boaid shall holJ oil ice for a t(riri of 
four years and fchall lx eligible tor leappomtment 

(4) A Local Boaid si all advise the tVntral Boaid on fimh matters 
as may bo gencially lefeiicd to and ••hall perform sush duties as the 
Oential Board may delogale to it” 

Section 11- 

(i) in sub-ieaion •!) for '‘nominftieJ or elected' -iibBtitiite ‘'other' 
and omit the proviso 

(ii) for vub-section f‘J> substitute the lollowing namelj - 

"(2) A Diiflctor nominated under clauso (b) oi clause (c) of sub¬ 
section (1) ot section 8 shall cease to hold off ice if without leave from the 
(''enttal Board Ijc absent, himself ♦rom three consecutive nmofings of the 
Board convoued under sub-seotion (1) of section 13”; 

24 
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(Hi) in Pull-flection (6) the words ''appointmenl** and ''or election’* in 
two places phall be oniitled. 

Seclion 12:- 

(i) omit snli-sectiou (2^: 

(ii) in •-nb-poction omit the words ‘'otherwi'ie iban by tlie occii- 

rrtiice of lh»* vacancy in tin* office of a Director elected b> the Local 
Hoard/’ and the woid and foi the "elected** sub-tifciitc the 

word "other.' 

(ill) in pnli-^tciijoii (4), for t1i(* words comnionciug with "in the oast 
ol a nominated Diivoioi ” and ending with the W'ordp ‘Mor the election of 
iiieinbers of a JjOcal Ilojid*' sulistitutethe words "by il c Ocutral Government: 

(ivi in '^iib section (5\, omit "orehvtod"' and “‘‘Ubicct to llio pro\i«<i 
coiitaiiK^d in &ub-hrotion (4)'' 

Omit Sections 14. 16 and 1C 

In clauflc 1 3) of Keotioii 17,- 

(i) Ju Piih-clauw* (a), for the word ‘'sterling” substitute the words 
"foieigii exchange’’, 

(li) in sub-clause (b) (or tho words "tho L'nited Kingdom"'substitute 
the word- "any e.ountiy outiide India wliicli is n member of the Interna¬ 
tional Monetaty Fun<r. 

(iii) omit sub cbiu-c (V). 

Section 1'':- 

(ij III the iir-t paragrapb* omit the word^ "or, where the poweis and 
functions of tlje ('eiitral BonrH under this section have been delegated to 
a <;omini(tee of the Central Hoard or to the Governor, lu the opinion of 
such committee oi of the (Jovcnior, as the case may be".; 

(ii) in clause (2) Uu the wmd ••sterling" ^ubfllitnto (he wordh "I'on'- 
igii exchange'*; and 

(hi) omit the proviso. 

Section 24- After the wonln ’‘denominational values of" insert tlio 
wordfl "two rupeefl". 

Section 33;- 

(i) In Pub-aeclionfl (1) and (2) for the wordfl "sterling fleonribiefl" 
substitute the words "foreign seourifcios*'; 
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(ii) for pub-sec'tion (6), utibshitu^e the tollowing namely. 

** (6) for tho |iiirpo^es of this section, th loioign ''ecullt^e^ which 
may be lii IJ as part of the 0^*4018 shall b' heeurith ol the following kinds 
payable in the ciiiieney ot any foreign countiv which is a niember of 
the International 'Monelaiy Fnnd, namely- 

(a) ililani*('R at fch<‘ ciedit ol the Is*‘Ue l)<paMnieut with ihe bank 
whiih IS the princijial luiuncy authority ol that loieigii oountiy, or, 
if thtio i'^ DO ««uch hank, with any bank iiieorp»»iated in that loroign 
f oiintij 

(b bil^ of tidmugi b^^aring two or mote goo I sicriiatnros and dia-rn 
on and pijabV at am jdaco in that foioiiii ionntiy and having a 
inatnriti iim cKeeJing ninety di}^ and 

(1) <«f\ciiimfnt vtcuiilit** of that forngn counlr} luatming within 
fi\o y« at*' ' 

(>mil S (turn *> 5 . 

n y - In Mib-sectKjn (2) lor th( won) " Ine ' Fub'*titiitc 
iho woi ! ‘ two'’ 

Foi Siction sub'llilMte tie following, niniely- 

'* 4 i 4 \ro(‘atioii ot hiirplu'^ piofit- Vtfc i making provision lor 
hal and duulurul dibts dcpiocution in assds, ronliihu*ioiis 1) stuff and 
saperaiiuu(tiou iumis und such cithoi cHitingencxos as an^ usually provi¬ 
ded toi hnukcrs, tlio li'ilanoe ot thf piolits vUib !»• paid to Ih* di«ntial 

OwiiiMK nt 

Section 4 S. • Omii Hic 1I10>1'0 to '•ub ‘^<eiioii ( 1 ) and omit sul»- 
sodion (2\ 

I'oi S <tion fit) Mili'til’iU Ibo followioit uamily - 

‘T)0. Auluoit. (1) Not les*' Hiiu two oudilois -lull b oi.iK.iuled, 
and Ihiir rciunncrilion fixwl, by ll«* (’enlial tioveininent 

(2) The .mdilorft shall hold ofeoe tor in(h tnin not <ve«ln^^ one 
year ah the Cent I al (}o>t*iniuLnt may fi\ "Vtlul aiii>einim^' thini, and 
shall be eligible for le-appomlujont. 

Section 51 - Omit the aords * oi suUi awlitois a- it thinks fil 

Stctiott 51 - In ^nl)--ectioi (2), «mit th< v>oids ‘to tic -haieholdtn 
or” “as the lase may be” an I ‘ any -ni*h report nia lo to the sh uoholderi) 
shall be roid, togethei with llv' repoit oi the < euti il boaid, al the 
anoaal gouii d meetiug.” 

Seetion 6,5 - Omit •inb-.eeliou ^3). 
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Omit SeolioDh 65 aod 56. 

vSecfcion 57 - Omit aub-Bection ( 2 ), 

Secfcioii 68 - In eub-section (2)* omit clau'^es (a) to (o) inclasivo. 

For the finst aohedule insfitnte tho following, namely:- 

THB KIHST SCUr.Dl LB. 

(See Section 1>). 

1. THE WESTEIJS AHEV hhnll oonsielof tho Pjovinceof 1k>mbay, 
the Contial Frovin^oti and Jhrai, Hjdoraha<l, IWoJa, Kulch, Unit'd 
State of Kiithiawjr (Saura^^lHia , Kolhapur^ tL*^ lJiuf( 1 Stat'ofc Gwalior, 
Indore and MaUa (Mailhya Ilhaiat), Ihe Acc^'ding SLat(^ adminis¬ 

tered by the OoviMnmout of Bomba} and the Ac^^edmi; S<ateR adimuid- 
tered b} tho (ioTernni#*nt ol Contral Provinces anti I^’rar. 

2 TUB EASTERV ARK\ stall con.H» oi W.hl L n okl, Bihai, 
Orista, A‘«* iUi, tho Andaman and Xicobai Llands, Alanumi, <’ooch Bohar, 
TiipuiA, Mayuibhan), the Ignited State's ol \ in Ihya Piadesh, th«‘ Khasi 
Stages, the States admiui^taei by the G >ve) i luMit ol Clnssa. 

i5. lUL NOliTllEBN AKLA diall (onsi^t ol (ht rnilid Vrovinnes, 
Ea«t Punjab, Uellii, Ajmei<-Merwara, Panth l^jploda, Kashmir, Ilimaohal 
Pradesh, Patiala and the Ijss* Puu.iab States Union, Bilaspiir, Tohri 
Gathwal, llorapur, Btmare-, the 1 nitod Stales of Uaiasth.in, the United 
States ot Malsya, •Taihaliiioi, Jodhpur, Bikaner, and tho Acrodiog 

StatiS administered by tho Governmonl of East Puiifib 

1, THE SOUTH AREA bhall consist of tlie rDVince of Madras, 
^’oorg, ily-oic, (V*hii\, Travancore, Sandhni and tl-’ Acceding States 
administered by the Oovcininent oj Madiaf*.’’ 

Omit the Fourth Schedule. 
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RESERVE BANK (TRANSFER TO PUBLIC 
OWNERSHIP) RULES 1948. 

Notificalion V. (44) F f 48 dalMl the l»lh Ocl. 1048. 

Introdnutioni-lu exeiciso ol tlic powur.^ coiiloriifd l»y •'^r^otiou d ol 
tho HeseiAe Bank (Traueicr of ruidic ()v\ijorsKi]») .\ *1, 1948 (LXll ol J048), 
the Coutral Govciiitueni le jdoasoH to uiaku Uio followmj' 11110 & u'\mtly;- 

1. Shoit title.-Thc^o lulos, may caUod tlit Reserve R^m^fPran- 
'*lor to Public < »wii» rjsbi]i) JuW 1048. 

2. DpJiuiuoii^,- In tli<»i«' rules, imlrsF tUn , aiijllingi ptipnant in 
the Mll>lout or ‘‘oiituxt,- 

(i) Acl * inuan*' tlio Uofoivu Rnik <'/fiaP'h»r to Ibibliu tlwiicr- 
ship) Act, I'MS. 

(ji) ''Reserve Rant i.ieain the Rosoi\e I'auU (»l Fiuli i uonstifiiteil 
by the Uesuve Rank of India Act, 1934, 

(iii)'Oorni’^ ineans a ioim ns pi< s»Tib»*d b\ lluM* iulo«?. 

3. Aiitluviity by v bi li c mii'cii^aiio 1 ‘•hall lie pud — Pbo aiidionty 
wbiuli shall pay tlu* oouipciibatiou itlnml to ‘.n .'^i‘ Mo.a ,» ol tho \ct on 
bcliali of tho Act t’nilial <^ovEriJiji ni d ill bo tin lR»sprvi Bank, 

4 Mannei in which claiuis for comtKUsafioii <1 ih 1I bp rii 1 *e-(i) J<v(ry 
-haroboMor who‘-c Jiain » '•iiiid'? iv.istirel on any of tl p Sli.ire Kegistors 
of the Ilescrvp Ranlv, or aij\ |k*i*4ui who i n tit led to <l,iim Munpenpution 
oiider tliCMi rulcH iii it'pji? of shai*'- Staudiag 111 the name ol ibe rleoe* 
ased jipisoii, bhall apply in the appropiiah Form to the < hfici ot the Ro‘ii- 
rvtj Jhsnk when* the shori in re pe< t oi whi< h ooaipunsation is clTimed 
stands registered. 

(n) Tho shaic oeitifioatc and obhei iloi’umcnts or }» oof** n»a} b 3 
forwarded to the Oll'icc ot the Reserve Rink oonrernod by icgiMtertvl pist 
or through a bank or s re< og/u-cd biokei: having a place of business in 
Ihe town where the (daiiii is to b* iiiade. 

5. Deteiminaiion of the title ol pi r-^on- to whom compui'^ation shall 
be p*i}ablo- (i) Shaic standing in the name of a ilecoaM*(i ^liaic holder- 
The ezecuti>L> or administrator'* of a duoiised person who nmis a share- 
hohler of the RtiiIv and m who?o name the share stands registered 
immediately before the appointed day, or the holder of a sucoessiou 
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certificfliic intoned under Part X of the Indian ^uccobsion Act> 1925, in 
loii^ffect of ^uoh bliare be the only person who may be recotTnised 
by iho Reserve Rank as laving any title to claim conipensalion for snob 
•oharc lo tlie e.ibo of a share registered in the name of iwo or more 
holders, the sorvivor, his oM^utors or admini‘»brator:s, or any person who 
is tho holder of a MJceesKion certificate in respect of such share, shall 
be the only fH»rhon who may be recogniiiiMi by the Uer<*r\o fJaiik as 
liaviu^r aui tule to olaiin oomjienHatioii tor ^uch '^Imre. The Keserve Rank 
^hali not b«' bound to recog7li^o *^nch executors nr administrators unless 
they bhall have iibtained pn*b{itt« or lettnrs of adiuiiiiHtratiov oi othei 
legal repre-^ontntion as the rase may bo, iiom a dulj constituted Court 
in Indici. having olfuLt at tho plft^*e wh«re the KogistiT in which the 
d ceasttl wji-^ regisleied as a 'hand o]d»»r ih sitnaie 

Pr<»vided ihat tie Uoserve Hink nia} in absohite disci(‘tion, 
di''[>on‘*e Willi the prv.ductioii <d a siiccei^ion certificate, letWs 
ot admmifiliHtion or su**h othei legal upiesentation, iiuori ^ucli terms 
to ind'iunilv or (»lher\vi e it niny think fit. 

FDRil OF APPLK^VnoV FOU COMPENSATION 
( N*e Rule 4 ) 

The Manager, 

Ii-w rvo RauK of Iralm 

OaUd. 

Hear Sir, 

t'laim for rojniieii'Htiou iii rospori of Uc'^erve Bank of India '‘hares. 

T^We. I* reby state that... 

-*ha!CSo[tbe l#4uk of India No*%.stand legistered 

in l.h< Bank’- Mjaiv Ibgister af.in my name our name"*. f/Wc 

guiteudei hf*it\vith the relative share <'citifi<*atf» / certiricaie" and docu- 
inpnt-> and jnoofs entitling me u^ to claim compeDsalion in respect of 
tho sbaio^ in qmstiou. 1/We request that the amount o1 compeiiHatiou 
du<5 lu le-pect of tlic above -hare« aud ])ayable under Section ol the 
Reserve Bank (Transfer to Public Ownership) Act, ly4^, may bo paid to 
me/U'^ as I am/We are tl#* bhureholderisharoholders of tho Bank and, 
iberdme, entitled to claim compeiieatiou in respect thereot. 

II. (a) 1 Wo hereby authorise the Reserve Bank o( India, to doli* 
vcv the securitiet ami a cheque, if any, due to me/us by way of compens¬ 
ation lo*. 

*Siatc^ the name of Banker oi recognised Broker or one of the 
joint shareholders. 
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OK 

(b) Send tlie cheque, if fioy, and tie xcciirlUei. 

UDCUt iO. aliiiy/om ri‘-k by i€»gi«teie<l 

and insun^d po<^t. 

\ >111 *■ 

signiitui' ot *^hreholtlor 
'‘ijuati le ol ^haitlmlrh'iK 
Aildrefl 

Addr* b 

0( cll|^'^horl. 

N r> ^ Tti( ox«-i‘iiUut*ii ibfonliou 10 unite 1 lln in*4lriKti(»i)g priutr^l 
I rtlow rieab^t bliike ofl i nii'Hi "barj 

•N inu* aiul lull icsulentia) addicbb 

INSTIU < TIO\s 

1, All «haielolfir i^ mi si ‘■i tj tli form in acc<n(lin t with the 
»^[>( citneri luriimlied to the FUnk 

Whole mvenl |oihon'^ ludd th shau^ lointl} ll < ‘oim um^t lx* 
higiud by all ui the id 

3 IaJiov' riignatun^a in ^^rnaculai and all signatuies ot by Vfaik or 
thumb impre-*'‘ion ^lould Iv \erilied hy i JDhtu’<» id the Pcuio, pretora- 
bly one whose signatini i- kuoan to th«» Hank 01 hy UagiRhate under 
the Seal of hib couii. 

4 Any alteration and/oi addition iti the a])|iUeatiou niubt he initia 
Jled hy the afiplicant 0 

LOKM OF AIM^LIOATIOV FUR CuMPENSATlON 
( See Rule 1 ) 

The Managei 

Resene Rauk oi India 

- Dated . 

Deal Sii, 

('laim tor f ompensation in ieb|*ocl ol Resoive Bank of India shares 


I/We * .ihe hurvi\or,s of 

the late.........Btate thal the Roserye Rank of Indm 


* Name in full 
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flhareB Nob** ...stAnd m the Bank’* Share 

Uegisfer at...••••••in the name of ***,•..«.«..*.T/W6 

flurrendcr here^^ith the relative* ehaie Certificah/certifloule* and docQinentB 
and proofs entitling uit/iis to el urn iomiKoipatiou in iof*pe<*t of the share* 
in qu4‘fi>iion T We request that the amount o' compeniihon due in respect 
of llio abo\e bhaies and payable nuder S'etion of tlu* Reserve Bank 
(Truiblei to Pnhlie (hviuistiip) Act 1948, may he paid to ine|nh as I 
am/W( ire '-iirvi\o» ol f1 diH4:«s(d shareholdoi anl Iheieloie, entitlod 
to claim coiiipeTibution in le'^jKct tliencd. 

II ^u) 1 We hereb\ an^hori-^i tl« Ue^eivi Biuk oi ludia^ to deh- 
m the "ocuiities and a cliequt^ il an}, dn« to me'os by vay of 
compensation . 


OU 

(b) Send the (heqne, it an>, and the bocuiities un* ul to •**•* ... 

at my/otii iisk h\ legisiLrtd and lunuied fo'-t. 

\onr 0 laithinlly, 

Sigualnie oi (^hareboldei ^ 
AddieBs 

** Nairi4 in inll as hUihh in the ^hait Ccititicati. 

Nhnif* ol Ihe Bankei or mpd. bioUei 
Name and full postal losideutiai addrosb 

**♦•* —— |)q ——- 

Witness 

Addles*) 

Oecijpition 

N B Ph ast *trike dl unueaetts iry wonin. 


INSTRUCTIONS. 

1. All sliareholdeiH must sign ihe form in acooidauco with the 8IH^ 
oitiien furnished to the Bank. 

Wheie seveial |iersons hold the nhares jointly the ioriu must be 
signed by all of them. 
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8« Ladies* sigDatnres in ^cmaonlar and all 8lgna4fareB by mark or 
thumb impresaiou phoiild bo verified by a Justice of the i^eace, preferably 
one whose signature is known to the Bank or by a Magistrate under the 
Seal of bis Court. 

4. Any alteration and/or addition in application must be initiated 
by the applicant^ s. 

FORM OF ArPLIOATlON FOR COMPENSATION. 

( See Rule 4 ) 

The Manager, 

Reservo Bank oi India 

- Dated.. .. 

Dear Sir, 

Claim foi com])om-aiion in respHit of Ho-^orvu Bank of Intlia shares. 

I/We * .. .being the...to the estate 

of the la<e.hereby state that the Reserve Bank 


ol India shares Nos.stand legisterod iu the Bank’s 

share Registei at...iti the name of **„,.. 


Huoe deceased. l/\Ve suirender hoiewith the lelabive shaie eoitificato 
/certilicatos and docununt < and prouiseutilliMg nie/us ti ilaim compensation 
in respect of tho shaies lu question. l/Wo request tliat the amount of 
compensation due in respect ol the above shares and payable undei Sec¬ 
tion 3 of the Uoserve Bank (Tiaiisfer to Public Ownership) Act, 1948, 

may be paid to me/u*^ as I am/We are the....of the deceased 

shareholder and, therefore entitled to claim compensation in respect thereof. 

II. (a) I/We hereby authorine the Reserve Bank of India, to deliver 
the securities and/a obeque, if any, due to me by way of compensation 
to *. 

OR 

(b) Send tbe cheque, it any, and the securities uncut to **.. 

*.at my/onr risk liy registered and insured post. 

Yours faithfully. 

Signature. 

Address. 

* Name in full. 

** Name in full as stated in the Share Register. 
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Signatare attested. 


By Magistrate or .Instloe 
of the Peace, 


Seal, 

N. B. Phase strike off unnecessary woids. 

INRTKDCTIONS. 

1. All shaietiolders must sign the form iu accordance with the ape- 
oimen furnished to the Bank. 

2. Where seyoial persons hold the shares jointly the form must be 
signed by all of thorn. 

3. Ladies' signatures in Teinacnlai and all signatures by mark or 
thumb impression should ho veriiiod by a Justice ol the IVuco^ preferably 
one whose signature is known to the Bank or by a Magistrate under 
the Seal ot his i’ouit. 

4 Any alteration aud/or addition in the a}»plioalioQ mu'^t initialled 
by the applicant's. 
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Indian Independence (Adaptation of Central Acts and 
Ordinances) Order, 1948. 

Preamblo:- For '‘British India"' substitute 'Mndia’\ 

Section 1-In sub^sfction omit, " Briiidi BaluohisLaii and’’ 

Section 2-In clause (1), for^BiilWi India'* substitute *'the Province"’ 

Section 41—n clause (c) of sub-soclion (3), for the words ‘'British 
India" at both places where they occur substitute ^ a Provinco of India’*, and 
in sub-section (5) for the words from "two elected members" to "respective 
Houses*^ substitute ^'thieo persons olecicMl from among themselves by the 
members of the (^entral Legislature”, 

Section ll-Iii ‘'Ub-sictioii (5) ior "FeJerar cubstitu^c 'CVntial^' and 
omit '’the Indiin LogMatnre’*. 

Section 17-In cliusc (1), omit "the hecreUiy ot Slat'*” and ^Hhc 
Federal Railway Authority^’; in clause (*>) omil "the Federal Railway 
Authority’*; and in olauso (11) omit '*the Sooret«iry of State"’. 

Section 28-Omit "of both liouscs”. 

Section 46-ln sub-section (3), omit "and the Federal Railway 
Authority”. 

The first Sohodule-in ]iaragiaph 1, for "the Bombay Presidency, 
including Sind” substitute "the Provinco of Bombay”, omit ‘*Khairpur”, 
and after "Deccan States” insert "and until HOLli day of June 194H, the 
Province of Sind and State of Khairpnr in Pakistan”; in paragraph II for 
"the Bengal I'residency, Bihar and Orissa'"; substitute West Bengal, Bihar, 
Orissa"’, and after '^Khasi States” insert "and until 30th day of June, 1948, 
the Province of East Bengal in Pakistan”; and in paragraph III, tor "the 
Pniii«^b”, substitute "East Punjab”; omit "tho North-West Frontier 
P" ivince” and "Baluchistan”, for *' flic I'unjab States^ excluding 
Khairpur’* substitute "East Punjab States” and for "Ehanidhana” subs¬ 
titute "and Ehaniadhana, and until the 80th day of June, 1948, the 
North-West Frontier Province and Ikilnohistan and the States of Bbawalpur”. 
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Notification Relating to Commencement of Banking 
Companies Act, 1949. 

No. F. 4 (40)—F. ]/49 dated the 10th March 1949. 

Tn pi:rginnco of t-ub-tfocliou (t\) of Section 1 of the Banking ('omp- 
anioF Act, 1949, (X of 1949), the Central ((oveinment ir pleaded to appo¬ 
int the ]6lh day of Maich, 1949. ae the dub* on which the said Act 
shall come into force. 

Notification under Sec. 6H Banking (Companies Act, 1949. 

No. F. (16)“F. 1/49 dated the 16th March 1949. 

In exercise of the powers conferred by Section 53 of the Banking 
Companies Act, 1040, (X of 1919) and on the recommendation of the 

Beserve Bank of India, the (’ent»*al Oovcrnnient pha^^t'd—(1) to declare 
that for a ported of C months with effect from the 19th Maich, 1949, 
(the date of coming into for^e of the said Act), the provision.* of Sections 
10 (1) (c; (i) and (ll) and 16 of the *^aid Ar*t shall not apply to any 
banking company, and 

(2) to declare that for the same period with effect irom the 
same date- 

(i) the piovisionK of Section 10 (1) (b) M) ('f tlie said Act, so far 
as these provisions relate t(» the employment, of any person who is 
or at any time has been ad,indic‘atcd insolvoiir, or lia® componndod with 
bis ereditors, and 

(ii) the provisions of Siiction 25 of the Mod Act, shall not apjdy to 
the nnder-iLoted hanking companies, viz:- 

(1) New Bank of India, Ltd, 

(2) Tr-aders' Bank Ltd. 

(3) Lakshmi (Jommercial Bank Lt<l. 

(4) Punjab and Kashmir Bank Ltd. 
f5) Prabhat Bank Ltd, 

(6) Chawla Bank Ltd. 

(7) Punjab Commerce Bank Ltd. 

(8) Frontier Bank Ltd. 

(9) First National Bank Ltd. 

(10) Commercial Bank of India Ltd. 

(11) National Bank of Sialkot Ltd. 

(12) Colony Bank Ltd. 
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Banking Companies (Control) Act, 1948 (Pakistan) 

Act ISTo. XXIT of li)48. 

An a,c\ to provide for the control of hankinq coinpanus hv the 
State r.aiik of I'aki^tan. 

Wliero-m it h experhont to piovido foi coiihol of liunkino *:i)?iipaiiietf 
by the State llnnk of i'akistan; 

It js hereby enactc<l followfl:- 

I Short title, exten: and commencement-(1) This Act may be 
called the Uankinu; CompaiiioB (Control) Act, r.i4S. 

(i) It to all the-* Pro>ino^‘» om ' l> Ih^' i lipital of Hip 

1 <’d ration, iid If' pvny \* idiu , )*» Ij ti\e to whidi 

til© (\rit al L *n h«' po'wu to mile loi thi^ State 

as Is Taitkin^: 

(^Si It "liall tomo into force ..t oico 

2. Aci not to apply to Co-operati^o banks-Noihmu m ihi^Acfc 

Miall apply io a (^o-opcrative Rank iein*-o*]nl nmler the Co-opprativo 
SooieticB Act. <ii an]) other Ijjw foi (he time heint; in force m 

any Provinco relating to Co-operatne SooioticB. 

3. Power to exempt B'lnks- ThcSiate l»a»jk imy with tlm piovious 
approval ol CeDtial (loveinmcni ^^xempt any hwkins: ^'oinpiny from all 
Of any of the iiroviFion*^ ol this* A* I ot an^ jul iniidtH lM‘]tiiiirh*r •subject 
to Fii^h term*' and tomljtions is it mav consid»»i propoi 

I Application of other wf=* not barred- The |>rovi‘'ions ol thi** Acb 
shall be in addition to, and not, save otlu i Vxjirossly provided hei©in*. 
In derogation ol the Indian Com]iaim'% Act, and any ofchti law foi 

the time being in for<*c applicable to banking ooni|)anies. 

5. Definitions.- In this Act,- 

(a) ‘‘banking company” nipans a oomiiany defined in Section 277 
F of the Imhan Companies Act, and includos the Imperial Bank 
of India and any body of pei'^ons incorporated by or under any law in 
foroe in any place outside the Provinces and carrying on the bnsiness 
of a banking company in any Province or any Acceding State; 



lod Baokiiie Oompasies Aot, ]M9. [ App. U 

(b) "Court*’ meana the Court having jurisdiotion under the Indian 
Oompanieg Act, 1913; 

(o) '^piescribed’* means preseribed by rales made under this Act; 

(d) “the PrOTincos’* means the Trovinoes of Pakistan, and eaoept in 
sub-section (2) of Section I inclade>^ the Gajiital ot the Federation; 

(e) '*State Bunk’* means tlie State Bank of Pakistan; 

(f) '‘Secured loan or ad vane o** ineiiis a loan or advan<*e m«ide on the 
secanty of a*^f>ets the market value ot which is not at any time less than 
the amount oi f^ueb loan or aivaiice, 

(j;) ‘'UoS'cured lo*in oi advance” in mu- a loin or alvince not so 
secured; 

(h) '‘Apptoved securitUs"’ means ^ecuiitin^ in which a tnisteo may 
invest money under clauses (a), (bb), (o) or (d) ol Section 20 oE the 
Indian Trusts Act, 18b2; 

(i) '^Scheduled Bank'^ means a bank inclodod in the Second schedule 
to the State Bank of Pakistan (hclur, 1948. 

(j) '‘Diiuand lialulities’' m(an«< liabilities* which a bank i" uqnireJ 
to meet on dcMiiaiid; and 

'*tiiuo liabilities’" ni'*au6 liabilities wlnoh aie not deniaud liabilities; 

(k) "Gold*' includos ^old in the foini of coin, whether legal teuiler 
or not, in the form of bullion or in ingot whether refined or not. 

6, Power of State Bank to control advances by Banking 
Companies:- 

(1) Whenevci the State Bank ib satisfied that is necessary ol ospedieiit 
in tlie public interests bo d<», it may determine the policy in relation 
to advances to be followed by banking companies generally or by any banking 
company in particular, and wlien the policy ha'« been so deter mined all 
banking oompauies^ or the banking compaD\ concerned, as the case may 
be, shall be houud to follow tho policy as so deterinioed 

(2) Without preiadice to Ibe geneiality of tlie powei vested in the 
Stale Bank under sub-^eotion (1), the State Bauk may give directions to 
banking companies either generally or to any banking company or any 
group of banking companies in particular as to the purposes for which 
advances may or may not be made, the margins to be maintained in 
respect of secured advances and the rates of interest to be charged on 
advances, each banking company shall l>e bound to comply with any 
directions as so given. 

7. RestriotionB on loans and advances. (1) Notwithstanding any¬ 
thing to the contrary contained in Sec. 54A of the Indian Companies Act^ 
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1913, no banking company ghall make any loans or adyanoos on the 
security of its own sharob or grant niisecured loans to any of its direct* 
ors or to firms or private companies in which it or any of its directors 
is interested as partner, director or managing agent or to any inilivid* 
nala, firms or private companies in ca^eb wheie any of the directors is 
a guarantor. 

(2) Eveiy l>anking company shall Inyforo the clobe of the month succee¬ 
ding that to which the rebniii relates, submit to the State l>ank a return 
in the prescribed form and mannor, c^howini; fvartioulars ot all unsecured 
loan*' and advances (riant^d by it to i^oitjunies other than private comp« 
anies, in which it or anv of it> dir. ct us is inU tested as director or 
managing agent oi guaiantor. 

(3) 1i on < xaniinatiou oiauy le tuin submitted uiidi * sub-section (2) 
it appears to the StiaLe Bank that any Liaus oi advaucet letoried to in th^it 
sub-section have been gianied to tho detriment ot the intero'^t^ ol the depodtoi s 
of the banking compuo), the State Bank may, b} older in wriiing, prohibit 
the banking company tram gi anting any turihei such loans or advances 
or impose such icbtnetions on the giant thereof as it thinks fit, and may^ 
hy liko order, diicol the banking conijidn}^ to secuu* the repivinoQt oi any 
pucU loans oi adviiiccd nithri su'h lime as ir.i} be specifitd in the older. 

8. Maintenance of Liquid Assets:- (1) Alter the eicphy of three 
months from iho oommenGemtut of thi- Art, e\ery banking com])any 
shall maintain within the Provinces in eubh, gold or imencnmbcred app¬ 
roved securities valued at a price not exceciling the current market price* 
an amount which shall not at tho close of husine««B on any day )>e less 
than twenty percent, of tho total ot iUtimo and demand liabilities within 
the Provinces. 

Explanation:*Foi the purposes of thi*^ Section, liabilities shall be deemed 
not to include the paid-up capital or the reserve or any credit balance 
in the profit and loss account of the company or the amount of any 
loan taken from tho State Bank. 

(2) In computing the amount provided for in snb-section (1) any 
balanee maintained by a banking company with the State Bank, inclu¬ 
ding, in the oase of a scheduled bank; the balance required to be so 
uiainteined under snb-elause (1) of clause 26 of the State Bank of Paki¬ 
stan Older, 1948, shall be deemed to be cash maintained. 

(3) Every banking company shall, not later than fifteen days after 
the end of the month to which the return relates, furnish to the State 
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l^ank a monthly retarn in the presciihed form and manner shoiring 
particnlars of the company’s assets mainlained in accordance with this 
soctiou and xt'^ time and demand liabilities in the rroyiuces at the close 
of business on every Friday, or ii* any Friday is a public holiday under 
the Xegotiable InsiruinonU Act, 1881, at the close of business on the 
preceding working day. 

9. Assets in the Provinoes.*(l) At the close of the last working day 
of eveiy quarter the assets in thn Provinoes of every banking company 
shall not ho less in value than an amount rejn-esenting sucli percentage 
of its time and demand liahilitits within the PrM^inces a« may ho pres(*tibcd 
by the State Eauk Ironi time to tinit providcii lhat the percentage mo 
prescribed shall not exceed seventy-fivo pr cent 

(2) Every banking companv shall, within one month of the end of 
every quarter, submit to the State Ikiiik, a Tetnrn in the prescribed form 
and manner of particulars of <*uch assets and liabilities as they stoorl at 
the close of the lani working day of the previous qnartei. 

(8) For the purposes ol this Section, the expres««ion ''assets*' shall 
be deemed to include such rromi*^sory note«. Bills of Exchange 8n<l Secu¬ 
rities as tlic State Bank is under the Slite Bduk ofPakislaa Order, 1918, 
empoweiod to purchase, discount m rinike advances against and export 
bills drawn iu Pakistan and expressed in such cuncnacM a» thn State 
Bank may from time to lime approve in this behalf, but shall not include 
such loans and advances as in tln^ opinion of the State Bank cannot 
properly be regarded as assets. 

(4) In this clause ''quarter" means period of three months ending 
on the 1st day of March, June, September oi December as the case 
may be. 

10. Submission on of monthly Returns and information. 

(1) Every Banking cornf»any, shall before the clo-e of the month 
succeeding that to wliioh the return rilates, submit to the Slate Bank a 
return in the i»resoribed foim and manner showing particulars of its 
assets and liabilities in the Provinces as they ^tood at the close of the 
business on the lust Friday of the Month to which the return relates, 
or if that Friday is a public holiday under the Negotiable Instruments 
Act» 1881, at the close of business on the preceding working day. 

(2) Every Banking company shall, also submit to the State Bank 
informabioD every half year regarding the classification of the advances 
and investments of such banking oompany in respect of industry, commerce 
and agriculture, if the State Bank so desires. 
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11. General Powers and functions of the State Bank. 

(1) The Sfcalie Bank may - (a) cautioD or prohibit banking companies 
generally or any banking company in particular against entering into 
any transaction or olagg of transactions; 

(b) require banking companios generally, or any banking company 
in particular, to refrain from taking snoh action as it may specify in 
relation to any malter relating to the bii6ine*9S of such banking company 
or oompanies, or to take su^h action in relation thereto as the State 
Bank thinks fit; 

(c) on a request from th<^ banking companies concerned and sub¬ 
ject to the provldons of Section 14, assist, as intermediary or otherwise, 
in proposals foi the amalgamation of banking coinpanie<«; 

(d) after a banking ^*ompany hat* been in^tper^ted under Section 3 
of the Banking Companies (Instruction) Ordinance, 1946, by order in 
writing require the company 

(1) to call a meeting of it'4 directors to coU'^ider matters arising out 
of such inspection oi to mo<«t an officer of the State Bank to discuss 
such matters, and 

(2) to make, wittiiu such time sm may be specified in the order, 
suoh changes m its roaiiagemeut as the State Bank may consider necessary 
in consequence of the inspection; and 

(e) by notice in wnliiig require any banking company at any time 
to furnish it, within such time and in such manner as may be specified 
in the notice with any statement or information relating to the business 
of such banking company. 

(2) No right to cempensation, m contract or otherwise, shall arise 
in respect of any loss incurred by reason only of the compliance by 
banking company with an) oider given to it under sub-clause (ii) of 
sub-section (i). 

12. Power to publish information. ^ The State Bank, if it con¬ 
siders it in the public interest so to do, may publish any information 
obtained by it under Solution 9 or Section 11 in such form as it 
thinks fit. 

18. State Bank to be Oftldal Llquidator.-Notwithstanding any¬ 
thing contained in Section 175 of the Indian Companies Act, 1918, 
where in any proceeding for the winding up of a banking company by 
the court an application is made by the State Bank in this behalf, the 
the State Bank shall be appointed official liquidator of the banking 
company in that proceeding. 

2fi ' 
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14. Restriotion on amalgamation. -Notwithstanding anything 
contained in any law for the time being in foroe- 

(a) No court shall entertain an application for sanctioning a com- 
proniise or arrangement between a banking company and its creditors or 
any class of them, or between nncli company and its members or any 
class of them, unless the aiiplication made in respect thereof is accom¬ 
panied by report of the State Bank certifying! that the compromise or 
arrangement is not detrimental to tbi^ interest of the depositors of the 
oomjtany, and 

(b) No banking compaTiy *<liall enter into any agreement or arrange¬ 
ment for, or be a party to, aiiv schonio for the amalgamation of such 
Company with any oLher banking company without theprovions sanction 
in writing of the State Bank. 

15. Penalties. - (1) Whoever in any return, statement or other 
information required by oi nndor this Act, wilfully makes a statement 
whi 'h is false lo any material ])articnlaT knowing it to ho false, or wil¬ 
fully omit*^ to make a material statement, shall be punishable with 
imprisonment for a ttTiu which ina> extend to three years and shall 
also he liable to £ino. 

(2) If any other provision of this Act Is contravened, or if any 
default is made in complying with any requiiemenl of this Act or any 
rules made under this Act or an order made thereunder, every Director 
and other officer of the banking company who is knowingly a party 
to the contravonlion or delanlt shall he punishable with 6ne which may 
extend to \l^. 500/-, and where the contravention of default is a eonti* 
nuing one, with a further fine which may extend to Rs. 60/- for every 
day during which it ooutinues. 

(I») Without ]uejudice to the provisions contained in suh-aection 
(2), where a banking company has ma^le default in complying with any 
requirement of this Act or any rule made under this Act or any order 
made thereundei, the State Bank shall, by notice in writing, make a demand 
on the banking company to comply with the said requirement within 
thirty days from the receipt of the notice, and, if the banking company 
fails to do so, the Slate Bank may apply to the Court for an order 
directing the winding up of such banking company; and where such 
application is made, tho Court shall make an order acoordingly. 

16. OognlzaiLoe of offences. - No court shall take cognizanoe of 
any offence punishable under Section 16 except upon a complauLt in 
writing made by an officer of the State Bank generally or specially 
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authorised in writing in this behalf by the State Bajik^ and no court 
inferior to that of a lVIagit«trato of the Fir&t Class shall try any 
such offence. 

17. Power to make rules. - (l) The Central OovemTuent may, 
by uotifioation in Ue official Gazette, make rules lor carrying into effect 
the xmrposes of this A cl. 

(2) In particular, and without p\e'|udico to l^be generality of the 
foregoing pc»woi, such rules may piovido ior the foim .iiid manner in 
which returns of un-ocMiitd Joans and advaneep under sun—*e‘fion <2) 
of Section 7, iotu»-ns of .i t«i and liabilities umhi snb-FiOction of 
Section 8, and returns of a^^sets ard liahilitus m tho rioTiiuti under 
Bub-soctiOD (2) of Section 9, may lie huiimitted. 

18 Amendment., of the Bankinc: Companies (Inspection), 
Ordinance, 1946-In the banking compani#"** (Ins])f ctiou ^)idlnance l'JJ6,- 
(1) m Section 2, for danse (a) the following (dauso shall be sub¬ 
stituted, viz , - 

"(a) ‘'Banking c niipan> ' iiuum a i unking « ompaii} -Mkfnudin 
Section 5 of thf Banking Coiupmn»s (t ontiol) Ad, *’ and (2) in 

Section 5 foi thi pioviho to ‘^ub-hection (I), tbo following piovino shall 
be Bubstibntod, viz;- 

Provided that the ( eutial Goveiiiinont may ddor for such period 
ab it thinks tit the xias^ng ol an ordrr under thi sub section or cancel 
oi suspend oi modify any such ()rfier up>u Mich teiius and conditions as 
It thinks fit bo impose 
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l^epoit of the Select Committee on the Banking Companies 

Bill 1948. 

The following Report oE the Select Committee to which the BiU to 
eonsolidato iin<I amend the Iiw relating to Banking CompanieB, was pre- 
«en*ed to the Con*^tiiuent A8t«eDibly of India (L^^gislatiye) on the 1st 
February 1949:- 

\Ve the undoraignodf members ot the Select Coniinittee to which the 
Bill to consolidate and amend the law relating to 
banking companies wa«i referred, have considered the 
Bill, the evidence tendered by the delegation of the 
Indian Banks Association, headed by Sir Homi Mody, 
and the papers* noted in the Dinr^in, and have now 
the liononi to Milimit this oui with the Bill as 

amended by ns anne^od heioto 

We oonpideiad the po*-Mlnlity <»E extending the 
seope of tie Bill to eover partnerships* or iiidiviiluaK earryxue: on bank* 
mg bu8ines«« but ionnd the «^aine constitutional obiections as were present 
before the previous Select Commitioe. 

Upon the clarge^ proposed by us whioh are not ioimal or couseqiie- 
ntial we note l^elow. 

Clause 1 —Most of tin Acceding Rtates Lave acceded to the Dominion 
in respect of all matters m Listb I and III in the Seventh Schedule to 
the Government of India Act, 1935, and wc have therefore revised this 
clause in accordance iKith the foimula now adopted so as to make the 
Act applicable, to the extent to which it can be made applicable, to all 
Buob Acceding Stales. 

Grouse 4:—We tliink that copies of notifications issued by the Cen* 
trnl Government undei Bab--olaaae (3) should be laid on the table of the 
Dominion Legislature go that it may have an opportunity to consider 
any extensions granted under this clause. 

Clauss 6.—The mere acceptance of deposits by companies, like textile 
mills, etc; for the purpose of financing their own bnsinesses should net 
be regarded as ''banking*’ within the meaning of this Act, and although 
we are given to understand that this would be even under the existing 
definition of ''banking’’, we have thought it adivisable to make the legs! 


* Memorandum 
ooniaining the 
views of the dele¬ 
gation of Indian 
Banks Asaociu- 
tion. 
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poutton okw Iqr adding an Ss^piamatiim to tbii effaoi in the definition 
oE **buildng oonpanj*'. 

Ill the definition of '^tnanaginfit agent*' we have added the words **or 
by virtue of the memorandum or articles of association relating thereto", 
as it is possible tbat a person may be entitled lo tlie management of 
the affairs of a banking comf)any autler iis memorandum or articles of 
association. 

We have noast item (o"' a separate snb-clau^e. 

Clause 6 —We have made one or tw) slight drafting ehauges, and 
b.»ve omitted tie "words wherctoever incorpo’ated”, in snb-olau^e (2)as 
VIel] as in vauous othei clauses wheie they a^e Eiiperfluon^. 

Clause 7.—We see no reason wby existing banks should be exempted 
from having louse aspait ol their name, one of the words'^bank*', "ban¬ 
ker" or ‘^banking’', if they actually carry on the business of banking. We 
have, thereforp, omitted fhe provi«o to snh-olauRo (1) and, incidentally, 
have reca^^l the whole of this clause so a^ to bring oul the prohibitions 
C(»nfainea therein more prominently 

(Old Cla'tise —It la^ hem pomled out to ns llu'^ clause vmII 

have the rffect of prohibiliii'^ banking companies fioni allowing to comp 
anirs any kind of demind advances t>y whatever name called, whothei 
loan, overdraft oi cash credit, anil this obviously was not the intention 
of the pr<viou' Select CominitW which in-oitcd this piovisioii. Further, 
it seems to be unnecessary to include in a Bill for the logulation of 
banking compatuos, a prohibition as respects deminJ deposits on compa¬ 
nies which to the knowledge of tbc lendei are not banking coini^anie') 
and of the nature of the business of which he is aware. We have theie- 
fore omitted this clause. 

Clause (old Clause 11).—The fust day of Jamiaiy 194>> was the 
date on which the Bill wai ezpe/tod previously to come into force. We 
have now substituted foi that date the formula ** the date of 
oommenoemut of this Act". 

Clause 9 (M Clause 10).—The use of the words "being assets in 
respect of which it is nob lawful undei the said sections for the company 
bo braneaot business'* is not appropriate in view of the business which 
lianks are allowed to transact. We have therefore recast this clause so 
as to specify clearly what transactions bank are prohibited from 
carrying on. 

G&was 10 (dd Cbutfe 11).—It has been represented to us that the 
ptohibition ef the employment by a banking company of any person 
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who ii engaged in any other bufiinegB or vocaiion woald prevenb banking 
companieB from employing parb-time employeos^ like legal adriBerB and ao 
on, which the framerB of the Bill did nob intend. We also think that a 
perBon who has been adjudicated insolvent or has been convicted of any 
offence involving moral turpitude should not be employed by any bank¬ 
ing company. We also think that the requirement as to the renewal or 
extenflion for a farther period of contracts of management being Bubject 
to the ap]'roval ol Fhareholders ehonld bii omitted because we fear that the 
continuity of policy and the integrity ot adininml ration of banking comp¬ 
anies may thereby he adversely aftected. 

We have recast the whole of thi^ clause in the light of the above. 

Olawe 11 yold clause 12}.—As this clau e was sci.uowLat involved, 
vre have redrafted it without making any changoj ot substance. It now 
8p[>ears as two separate claufies. 

Clause 16,—In our opinion, the que'^tion of limitation of dividends 
should ht cou-idtiied itith irfeieiioe to companies generally and it is not 
dosivaVilo to nnke :i S'*pai‘ale piovi**ioii foi banking ooinpini<M nione on 
Ihi'' matter iii aiiticiiation of any general dm-ion that may he anived 
at At. present the siib;pft-unttei of limitation of di\id^*nds is regulated 
by an Oidinanco. We have therefore omitted euh-clause (2). 

Clause 17.—The words not profits'’ hive boon defined in section 
87C of the Indian Compari«*» A.r^, 19151, and ve have th«‘Tefoi ^ Mib'-ti- 
tnted tlii4 evpreswiou for tlie expres;»iou declared profits which has 
not been defined. 

Clauee 19.—Wc Ihiuk that the reduction as rt^spccts the hulding of 
shaioB iu any comimny by a hanking company from 40 per cent, as 
provided in the Indian Companies Acl, 191;$, to 20 per cent, which was 
made to prevent banking companies from acquiring coutrol over non-ba¬ 
nking companies, would in effect unduly interfere with the legitimate 
business of banks and might also inti'oduce an element of uncertainty in 
the credit arraugemenlB of banks with investors and stock brokers. The 
majority of us are thjrefore of the opinion that the percentage shoukl be 
restored to 40. 

OZottSB 20.>—It has lieen represented to us that the prohibition iureBi>* 
ect of which unsecured loans made to private company and director ot 
which is also a director of the banking company advancing the loan would 
have the effect of compelling the private company to divert all itB business 
to other quarters, and this, in our opinion is certainly not desirable. On 
the other hand, we think that the prohibition should apply to any individ-^ 
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ual?, fuiufi or private companies in cases wlieie any oi the directorfc* of 
the banking company ie a guarantor, 

Clavse 21 is new. We think it desiiablc that the Reserve Bank should 
be given powers to give direotiona to lianks in legard to their lending poll* 
cles so that, where neciS&aiy, credit facilitie't ina} be controlled with a 
view to checking speculation or rising prices. 

Clause 22 (old Clause 21 ) —As a matter ot drafting we have reoast sob- 
clanses (1) and (2). 

Clause 24 {dd Clause 2d).—We have lediafted sub-clause (1), and 
in *4uli‘Clauso (2) we have added ihe woidg its agtiii" so that bala- 

noes inaintainctl with anv agfutol (he Roscivc Hank uiu\ also be legarded 
us pait of the l4quid assets. 

Clause 25 (old Clause 2 ^)—We have made some small diafting au:- 
eiidments, ami in the Jetiuition of ''assets** we have included impoit 
bills drewD on and \ ayable in India. 

Clause 3C (old Clause d5).—We have redrafted snb-clause (1). In 
Item (d) we have made it clear that the Reseivi Bank may« li it so 
desiie^^ take the action pie'^cribed in this item even during the course 
ul aij inF]cction. 

Clause 1)7 {oli Clause d6) —Wc think that where the Court actiiuo 
uiotto under the proviso to suh-dauee (i) it should be required to call 
for a icpoit ii(uii the Ue'*eivc Bank on loceipt of whi<‘h any order alre¬ 
ady passed may eitliei be rescinded oi modified. 

Clause 3U (M Clause 38;.—lu our opinion it wonUl be impracticable, 
al the pivseiii moment, iui the Ucserve Bink to undertake the liquidation 
of all banking companies ordci<d tube wound up. We have no doubt that 
the Keservo Hank would be willing to undertake the liquidation of bank¬ 
ing companies in cases whcie laige public funds arc involved. W^e think 
that it should be left to the Heseno Hink to apply in suitable cases for 
being appointed as official liquidator in winding up proceedings. This 
clause has been redrafted accordingly. 

Clause 45 (old Clause 44).—have slightly modified suh-oause (a) 
as we think that the certificate of the Reserve Bank should be a ])re- 
requisite for the actual sanctioning of the compromise or arrangement 
and not for the entertainment by the Court of an application in Ltiat 
behalf. 

(OH CbiuM 60).—This provision is no longer necessary as almost 
all Acceding States have acceded to the Dominion in respect of banking 
Md clause 1 (2) has alieady made the necessary provision in this bekalf. 
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CHautf 62, —^Iii oar opinion tho Rill should bo brought into (oroe as 
•arljr m possible and therefore the condition of previous publication 
should not apply in respect of the first oooasion on which rules are made. 
This clatise has been modified Hooordingly. 

('iauas .'>•'1.—^Thi-< is a provisitm which we have added as a matter of 
caution. It is possible that exemptions may be needed in the case of 
industrial finance corporations, laud mortgage banks, housing societies, 
and other like institutions which obkiiii deposits from the pnblic. This 
provision would also enable tcmporaiy relief to be given in cases of 
emergency. 

Clauses 84 and 5B.~-We have Iransferied all pruvisiou-i relating to 
amendments ami lepeaU to the First and Second Suliedule>. 

2 The Bill wa-s publirhetl in the • iazette of India, Part V, dated the 
:trd April 1948. 

3 We think that tho Bill has not been so altered as to require cir* 
culaiion nnder linle 4!t (3) ot Kules of Prooednre and Conduct of Business, 
and we leuommend that it be pa8‘*ed a» now amended. 

B. ll. AMBKDKA.l. 

JOHN MATl'HAI. 

* T. T. KllISHAMAOHAKl. 

* K. T. rfHAH. 

B. L, SONDHI. 

U. SRIMIVASA MALLAYYA. 

T. A. RAMALINQAM (’HhlTTIAU. 

JASPAT ROY KAPOOR. 

PRABIIU DAYAL IIIMATSINQKA 

AUUN t'HA>JI)UA turn A 

T. CUANNIAH. 

G. DURGABAL 

* M. ANANTHASAYANAM AYYANOAR 

DHARAM PRAEASH. 

B. PATTABHI SITARAMATYA 

K. CHALinA. 

Niw DlLHl, 

The let Februeay 1949. 


*|ittbjeol to a minuta <fc disssut. 



Minutes of Dissent 

I 

Cjlawt 6 (}).- (1) In claiiM* (> (j) amongst ilie ssTeral forms of busi- 
IW-SR in wbicli Iwifikjiig companion nnglib bt* perinilted U> on^fage, erinme- 
latod tliOToiu, is inoliifliMj ''Hiilismliiug to or (>uaraiiteeiii^ iitoneys tor 
i'kariiablo or volenti objoots oi loi any o'^liibition or for any public or 
useful obpct ' 'PhiK in mv opinion is oiiLsido the scope of normal banking 
btisim Hs and in any oat llio giiaiaubtHung i^aib of it is a risk that a 
baiil ing tsnnpany ou^lit nol io untlorbaLc, 

VUivw 12-^^**) Tlie new * lannc l!f ik sought In bo applieil only to 
l»anl.inc compHDi<*K iiicorpoiatt^.l afttn tlio 1 illi da\ of January 1987. In 
so far an the n qniicint in reoarJ to < apital slnu'ture of banking 
rompanie^ 1 no rjoii ohie<dioii to tlie proviso la this claiHe limit¬ 
ing tljc ipi lii'HtKill ol tbi*- clauM* to iu^tiliitioiKs wlii< h are less than 
iwelvti yoaiH oki My obittctuin U llin liinitatiuii is m i*egard to the 
applicuti(»n oi sub-clause <iv) only Io the younger institutions. (Wcent- 
lation ol slait^S m tlu* bauds of a few iiorsons is not an evil that is 
(leciiliar to banking coitqxiiiies \vhich have lieen incorpoiaU^fl afioi January 
Il eM*<ts 111 an e<|ua1 degree in tlu ohlei companies. This fact was 
admiited by lb<* ieadiM ol the P*ankeis* Deputation though such an adni*' 
is*<ion was made on a iiuehiioii put to him m conuection with aditleieiit 
piovision 111 the In uiy o]unioii the dogiee ol concentration pcrinitted 
Hven in rogaid to the younger lustitutioiiB iH veiy high as 1 comider 

that the voting right^ ol anv one share-*holilei should not excee4l2^ per 

cent, oi the total voting rig]its of all the share-holders, and this restriction 
must be iiiadH a)i]»licabh-* to all baokiuu comj>anies irrespective of their 

age II It IS ih« ill lout ion oi ihe IjegihUituic to allow a tew 

persnus to lonliiiijo to «oiitio1 tlie working oi banking (*om|idiueb this 
Jo*relation limy w« Jl b«‘ ilioppcl 

Clafiue li>. (>) In ifgaMl to ihe omitting ol suii-claiisc (2) of clau'^e 
1 », I am unablo to agr<Mi bo the views c\pr# ssoil ]>y the mn|orily of tho 
(^*lmnlttee. I ein]>batically dmgiee -with the view tha^ the quostioii of 
hmitation ol dividends sbouhl bo CiUisidcred wdtli reference bo companies 
generally and that it is imdesirahlo to make a sojiarate provision in reg¬ 
ard to bunking oompaniiH. Snob n view, in my opinion, runs counter 
the whole acliemo of the Bill. I am lor limitation of diviiionds being made 
applicable to till banking companies old and new alike. With a measure 
of the nature of tlie Bill coniint into operation the risks involved in 

27 
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investment In Ihe shares of bankini* companies would be considerably mini* 
mised and a limitation of the dixidend jiayahle on the shares ol banking; 
companies would cause no injury to investors in such shares. Tlie argu¬ 
ment that there is now in existence an Oidinanoe limiting dividends 
payable by all types ol companies is beside the point as 1 do not lieheve 
it IS ihe intention oi Government to make this ^hiiinaiicc a pciinanent 
feature. 


C2atiS6 1P{2) —fd) The action of the S( le t ( ommitte( in icsloiiiie 
the position as it now obJain^ m the Inrlian ronipanicK Act in tin in.ittei 
of a company holdin^Mi*^ owDci jded^ree, etc, over40i)(i cent ol tin shares 
of any <ompany, etc, ib in my ^lew uUwjbc. 1 hoi that tho limit o1 20 
f>er cent, {irovided in tlM‘ IJilI wa^ ifesell vci) hiph and no le i onablo t^rounds 
have been advanced befoie the ConiinitlM to nistiiy tins (diatitr* 

Even though 1 have appended my '^iL.naiiiie to the ma|otity lepoif 
I am of tho o]nmon that tin (^nnuiiilet ba^ don. little oi liothm*; to 
impiove ihe Hill ami havf ihuifb} loht a \ ilnable oppotininiy oi helfomj 
to plact* on the 'statute book a mea''in4 winch would ensure the ^tiengih- 
ening of tbo ciedit and nioiiohiy ^tlmtu 1 e in the ((»untrv. 

T. T KRISlINAMAtMlAia. 

Nl W Dl 1 NT, 

The F^truary 194<J 

11 


1 want the letentioii of the clause relating to the tiiuitiitiou of tlivi 
deiids. The a counts ol foreign hank« aUo should be siudil<*<l by i registeitnl 
aceonntaiit or an auditor ol India 1 am op|K)sed to any powei l»eiiig given 
to the Government to exempt anx banks liom the piovisions ol this Act 
as 1*^ pioxidc^ lor ill clause Tdb 

M. ANAVIllA'^AS ANAM AW \NtiAU 


Dririi 

T&s iBt Febniary 1949 


III 


1, I TOL^jet I cannot ^igu the majOfity Kepoit ol tho Select I’omnu- 
ttee on this iUll^ as my <li{fereiices aie fundamental Thex affoct the 
Itasis as well as sliucture of the proposed legislation, and so cannot be 
Toconsiled by verbal changes in the aevei-al clauses of the Hill. The 
principle accepted by the House, when it apjiointed the Select Committee, 
was that the law relating to banks and banking be consolidated; and not 
that the principles underlying the several provisions of this Hill be ac'ce- 
pied. This note is, accordingly relevant and appropriut(\ 
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2. Tho I ill I ih stiylcKl to bo A Jhll to consolidate and amend the 
law relating 1o baiikiut; (*oni])anieb/’ Notwithstanding this titlo and pro- 
auihle^ (onaidoiablo koctois of Uk banking busmens are left out of the 
purview oi tlui pioposcd legislation. The jjxll does not pay any attention 
to the enlin h\Bteiu olpiivate banking, including money-lending, which 
Js not conducted by a )oinli-‘'tof k (oiiipaiiy. This seems to be an arbitiary 
distiiietjon, and luedleshly lestiiets the vco|m of the legislation, which 
cannot flieieloro, bcfoirccth deseuhrid dP consolidating Bill 

n There I undersland consiitnbiouil reason agAinst the inclusion 
of t1ll^ (C(Lui of hiiikjng within tlu sco])* oi Ihis ihll, which is said to 
lie within tic pio iDOJ d »)heH, and not of the Cential Legislature. 
Thjh oh|<ttinn ccniis to me in\ahd whon we set out cupres^dy to enact 
an iiito«n,il <oinpiohenMvr, oiginu legidaiion. Even it constitutional 
joa^soiih htoed in lit wjy a lenlly‘'ccm^olulating’" measuic, applicable to 
the whole ouiitiy uui.\ be undiitakcn by agreement with the component 
|iarts of lln rinoii, a buniing Ibat the eonvtitutiou, a-it stands, doob nob 
allow th< t cfitril Itgi^Iatnu to i ndeibukt such amcasuie. If such an 
a^re nieni h tw<en the \ nit and tho ftntre h not jioshibJe, and I see 
im )ustiii ation fd ut h an ashnmpiion it must he lemembered that Wo 
ai< \t this moment making flu constitution of Krce India and il at 
Ihi monu nt, Mich siiaiis are diflcoioiel while ovorhaulinir and c’onsolida- 
ting sinh iinjoilant h ^j*'lation, ihcMC is no lea^on wJiy the neoessaiy and 
approjirnt* amendnn nt-i be not mtiodiuio in tho reh\ant Aiticle^ in 
(lie Plait t on titution when they conn up lor drscusMon and adoption 

t li tlm artiticial division ih loft hetween private or individual pro 
]nietoi\ OI p II tnoisliip bankin^, and moiuy londiuq on the one hand, 
which 1 Icdt to be h ^isl lU t lor by the uiiils, while the legit-lntion fo 
or^aiii'^ed, lointstoik bankiu. isiiitiiistLd to thoOcnttal Ijegislatiiro,the 
result would onl\ bo an < vhmou of tho law, wherevei if aims at olTeetive 
contio], sdcntiliL co-onlination and ailet]uate safeguatd We must not per 
mil such loojiholes lor c^vadinj. tho law to icmain, if we pticoivo them 
whih <on-^idenng such proposal) 

5 The eoiisiitiitional objection, it may bo added, ii^ founded, T uuder- 
stand, only on an opinion of the law olheors Jt is not a judicial decision 
which ma^ he taken as binding. The Constituent Assembly, moreover, 
being a soveieign body can immIj overcome this ohstacle, oven if it ig 
conceded to bo the r?al reason tor thus chviding up the functions of the 
ijogiblatures in the counti\, and creating an unnatuial, unwairantable 
distinction in the several forms of banking organisation, for purjioBes of leg¬ 
islation, meioly on the giound of a foimal diflerenoe in organization i, e., 
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whether a luint stock oomiiatiy, cn aprivaio coneein. Besides, Uicio see¬ 
ms notlinig <0 preveni the law makini. li coinpiiKorv foi all l)aukmg 
biiMiiess to be organised as a joini^hlock ooTicorn, so that the c.ousoliilaicd 
laa should apply uiiifornily fhroiiplioul tho (Oiii)ti}. 

(I. 'riic main ])Ui|iose of the pioposed bgislahoii S(m>i lo be io safe¬ 
guard the micu ^ts of the do|»osilois Tt is legitimate and ptopoi that 
thobo inteiests bn dul> aod a<{e(|nately sategnaided Taiiknig is dealing 
in other jxHiple'e niouoy; and it i- bid right that tiu nitoM is ol the 
latter be safeguaidid. But the bill dots not iil(<tnally sale nard those 
I 1 ltt^iest'<i, as I load its proii loii'- Tlin entiie mini emenl iiid ptdic\ 
eat*b bauLiog nistitiition i , nndn tbi propitsal lelt m tbo bands o| th< 
Directoi*', who represent only the piopiietors riii* mililnation toi 
being elected or appointed Diiector ol a bank is nol any knowb dgo, 
understanding or experience of thanking bu*>ine«’s, but the im le holding 
of tnmimain oumbei of sbaies prescribed ns o«heTiti'il bn being i candi 
date 1o a bank dire< torship !’'«'< ii if they aif onalilifd b^ kiioiv ledge and 
experience lliey ai<, primaiilj, lopiosentntive^ md nominef^* <»t sbniehol 
ders, ^ith wboiii they have iIk subconscious ympo^hy of th« e’a 
identity of niton sts 

7 It may aKo be added flial no pio^ision i niadi in the bill lo 
see tliat only ih<ise peisoii'i sball Ik plafod in le ]KMisible po Is in a 
bank, who aie propelly <|iialiliod by know Jedgi, evpenen c, or traJiiing No 
room should bo left in thi<i gieat suyur of {ubllr utility ni nopotian 
of my sort. Power should be given to the llcscivc l»ink to pif cribe bv 
tnles the qiialificatiOTis by way ol knowledge, fxpeiKnee, o? tiaiiiiiig lu 
the essence as well as loiitim of banking businoss wbicb ’-houkl be o\p 
ectefl of p< r-Joiis to lx appointed or elected man i* erp, Ibancli Inspoctois, 
Accountants oi Ihrector'* 

b. No othrr {iGison^ bodi oi authority ilisidiaigcs the turn lion of 
guardian foi the dopositor's interests The powci'i vesiod lu tin Uesorvo 
Bank, oven assuming they aie adcipiato eftoctually to proted and safe¬ 
guard tbo interests of the depositors, will come mto o]ieration only whun 
the mischief has already been done In the day-to-day conduct ol the 
business of banking company, Ibo lleseryo Ibink, oi the (lOTcnnneDt, oi 
even tho Legislature, will hayo no light f»o intcivinc toproiicl him pub¬ 
lic, the depositor or even tho sbarc-bolder. The baim to tho interests of 
the parties concerned, particularly the depositoi, is usually done by tho 
negligent, hozarflous, or even dishonest management of tlie company oi 
ineificient conduct of its business. The briefest glance at any case of 
bank fraud'^ will suflice to establish this proposition. 
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i). Tho (lopoHitors shoiiid^ t1i< tciore, bo ^ueri tib( rij;bt ti<) appunit tli^u 
owu dlreitiorfv,—in nioh iinnibpi ot propoition (h( Lrj^jslatuiodoom? juojiei, 
if their intir<*Htf! aie to be oltoc iivoly, adujiwtoly and p^niiHUfiitly fiafo- 
^oardoH. Ik)tb pnijciplo aud piocc^denb are in iavonr o\ this sug^ostion 
Tile inMiianie IrphUtionJor inatan'e has]iM»iidod a Diiedui lu look ailoi 
tlio policy lioldi li" intotoste and d( positois in a bank < oirf ^})Oiirl in a i irge 
deci€*e to Ihf ]»oljcy hobloi m m Tijsuianu CoTittru Kv< n in ,in oidinary 
indndrial and conininiial ( oiii])ani^ wbeie IdmowimI i apHaJ ioiniall^ soon 
io<l |>1a}9 an nnpoilant io)e in iiiiannni!, flie bugineii , a dobintnii* 
jnihtop IF a PiU(Un oi m li « oimeiw KoUoimii** this anabij'v, 1 would 
adM)rjti* llif* <locli>n <»i ippf irifmont onn Pirortoi h» l•^»^M•nl 
de]H) lion, whiihtr dHnand oi fntd 

10 Ihe depoHl holdoi, however, iioi onl oontPiued, in tho 

lines inl upLiiition of a liankiug biiFin* ss. Siuress in thifc bii*-incsF u 

ikkI <o 1m *sliiiiabd b-v Ihe size ol fho dividend oiih.or ovon the ive 
Tiind \\( iiiiiM vhw litMikin^ a an iut<i'ial and iin|UMtanb pMidic ntality 
and isl hn\iv , a |»ati ot the national ooonoin>, wlnh hai 

a ^ilal rob l<i pU> in Ihf rnab rial dt v< lo|niiO!i( of thO(Oiiii(r\ ils roM> 
lines and hImi lis |ohiitialitioF Tin l»iJl, howevii, bIiow'* no lonooption 
of Hus widei luiwpoint, bluse iaigei, long lange mb nos, oven 
Iho'igli ills ht}loil a ooiiMdidaling Lueaenit II this wider ol))#v|iv( is hi 
be I ally a(huvod pKnision Fhonkl bi inaik loi Hu a[i]iomlinoijt of a 
J)iMiloi b> Ihe lie om l^aiik ol India, repn‘•entiiig 1h« (Oimliy, lo 
FHivo on bbi liOtinl ol Dneotoih ol even bnik, and ->0 Ik iwaie ol th( 
polic} and biiBinos of each sm h luptilntion, and be in a |»o ition to 
pioent any iiicil,)r ictui Inloip it beonneh too late to imnd uiilteri* 

'I Ills 19 all the moir d( ^irable and necessaiN jl ont lako-^ banking lo bo 
n public nlilitv ol TJbnl irapoilmoe iii llu loii^-inug^ (oouomjcd v< loji- 
inent ol thi (oiiDti> 

11 In the banking busin* f of to-dajr, agi u nil oral linarn mg n w liollj 
Ignored tven bbough a^ricnltun is tho laige t single indnstiy,the gioa 
lest soiireo of wealth production the largest li**ld toj implormeni. The 
Po-o|ieiativi ('icdit Soenty and Laid Uortgagi Hanks, wbnh uia\ bo 
said to bi <*omorned with this husinc^ , au iincifitalJi (\(Iud'd from 
Iho purview of thiF mp.isnre while not a inoution n nude of tho indn- 
stual iinanco toi whicl’ there if no baiilv in India to-da), aj»ait, ot 
oonrse, from the Stalutoiy Indiistnil hinauco ( orpoiation leceutU aetup 
by special legislation, Noithei the Uo-oporatjve Credit Society nor the 
Land Mortgage leally and diieitly or actively in stimulating agricultural 
production. And Goveniinenl sponwod Industrial Finance (k>i|>oiation^ 
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ID t.h<> piPBent ^«efclin^ of the banking an a privato ouiierpriBe 
injiut-l^nn^r private indnstry or coinmorre, is likely lio find itaelf out of 
harmony ivith tlie t'(m<^L'al economic backtirouTid. It him ia 

any ease to be soon how far il roally stiniulatos now industry 
being cstabliRlio.l, or existing oue^ hiding ex]iandefi. Ponding that growth, 
indnstria] finniiMTitr iniiBt boa lacuna in our crodii organisation; and the 
''eonFolidatiiig" 6'ii*) l('gibialjon nothing Ito fill it. Amendmont i^, 
accoidiiigly, in reetily tlij‘-omigBion, «»r restnetion or the scope 

01 lli<* pioj'nscfl le'jHlaiion. 

l.i. Ij»'.^mlatioTi not intended only h» rngnlai^ that which is, it 
would al^o stmiijiato that which «lii»nld bo. and jnoriiln lor it wlion it 
conn*-' into being*. 'I he **oU!itr}, il.s prodnctiio on ices and potontiali- 
tn s, have nfiered gii(‘\on8ly in th^ jia-^t foi Jack of Hjie.dalisod 1yj»o of 
banking. ayiiciiItiiraJ <i indimfriah for prodiicthm as well distribution 
Tin tact, howevm that we have nndci Jlnti h influence or niwh'l. not 
dovdo] f*d ni«‘b ty)»P'‘ ol baiikuij.* inhl.itution dncB not argue the needlc- 
pujoB ol MU II iiaril 01 id logislaljon to icodato and connol it. 

Hill, which porpojt* to ‘*i*onsoliflMio * all lo^iglation on l»ankiiie, muci lie 
pioMonnc.od to b<' fundamentally (h^fective, if it leaves out of account such an 
mtogral iKM*<‘Ssity ol the coumry's ocoiioiiiy. There ig no propo^id, likely to 
i'omci bcloie tli(‘ H' gi latun in the near future, foi establishing, in tlie same 
iiitlicii in which ofchci banks woik to-flay, snob sp« oiulisi'd Us pi* ol 
bunking in the r‘omiiry. The pieu, therefon*, Ib.d lor that type st'parab 
lf•gi^JatloM would be iirought forward, would Im* undo van (, even a'^uiiniiig 
that nch .in ai'giniient would not |ire|udiee the elaiin of thks legighition 
to lie pgaMhd a' “ eonsolirlatiiig the law on tlie Hnbj(‘ct. 

bi. 'rhe law on the subject, it limy be added m passing, IF not 
eoidained hi it fuHiiPK'' in the IhJI undei lU’iKut. Not only are tho 
v;ui<m.i t%jMs ol spi-cialiBed banks and their acUvilicM rrgidatnd by separate 
leiu-lation e, lleKerve Hank, frnporial Hank, (Ve operative Hank, otiC , 
tbe yen organi/.ation ol an ordinary cominerojal bank, to which this Rill 
mandy reiab^S and the regulation ol ib activities, ha-i to be found in 
oiber legmlation, like the. Coiiijniiie^ Act or Ihc Nogobial>le In.^trunumts 
Act. This also detract^ from the claim of the proposed logHlatiori to l>o 
< onsolidating Ai-t. 

14. The use ol the bankas an ae.tive o,gent in th( all round develop- 
niont of the country, including ibi trade (both local aiifl iiiteruational), 
industry, agriculture, forobtry aurl mining™all facotfl of {iroduction as 
well as distribution of wealth,—is hardly ooutem])lated in the proposed 
meaSUTO. It must, therefore, be treated as lacking in essontial particular!. 
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Banks must be organiAed, aud ihoir busitioBBflefined, legnlated, oontiolled 
and siiperviBed, so that they become an Live a^ont 7n the promotion of 
the count]y’d well-beiiuj. It is only then that there would bo univoisal 
need and iiifibificatioii lor thcseveml provisions relating to control, super¬ 
vision, regulation, or rostiictiou fit the b.iuk\ horn some eential 

nutfaorit}, like the IJesorve llatik, in tia «*olleoliv/ inten'il oi the 
coininuniiy. As piovisiom slandto day, I hoy wc mi M rMpiiro jiund- 

Miont, jl this obioctive is to be atiainefl. 


The vi( w that banking a gioaL jiublic nlililv an integral 
^filial Mo\iee in a iiiodo'n n<i1]oiMl e< onoiiiy^ whn h < inool bn le*t toi 
evei jri pii\Ale baioN without imiohv {Memdue *<> tlio all loiind und 
inaximuiii ]io's‘*ible de\t loj iiiont ol the rehOMiie^* ol llio (oiiotiy^ is 

likewi'^i eon i»i< uous h\ its absenoe fmni the pio\i lon^ of this IJdl Vo 

ilaoKe IS jnsfiKsl to ^ruH an evt ntuai ^o iilisatiioi of tin- seiviei*, 

1 tjlily o» lntei|UiS( in ii> V'giegai< . or individmJb I uj iiioft inl«i<^li 

aie nivol\<d in iir^ Sound coiidu i tl ^n iho^c oi iIk |Mii|m if bn •«, oi 

loposiloi'*, neithei ol whom liave any ai Im ii tin \mh 1 mg ol 

a luink. Anninlment* must, aoibi iiibeiieil win b wonlil liejlii ih 
Ihu acquiMtuni Iv tin Stab <il anv. or all, bankiu»'^ i om^eni'i to he 
ownef] and (»]iei itoil a^ ]mbli in IIk intoi In 1 ihi ifi(iuti> 

IS a wholi 

Iti. No iijentM)!! 1 “ j«<e nrnh ol tin po'-sibilil v of »i< v* lo, mg 

\el otbei ty[)e^ oi bank^, like a lauriieqid baiil, vn I n h wo?,Id b* a tai 
cheaper device tlial woi'Nt imne tHocnvel) and univer-dl} |Mi|iujii» e 
banking habit uinoii, Iho ppojde ilinu ju’N piovifciou <d tlib nieasnto 
liaukiiig u veiy bickwai 1 lU this ^oniiiiy and m. any dovelf»]»meni that 
ih ealoulaic'd W eu. ouiage ilh exjiaiiHioii -hould lie WfUnnuMl ( lansrh in 
Hf |»reM*iil Ihll, whu I plito lo the bnin oi linieiion ol i bant, and 
the bueh ol binineSh i* nuy deal m will mmi eqio ii&l) ha\* ti<( be 

auieiided, it the leiviCi bi In' fi? ide u^ailibi* b» tin. ^t 

nuiulier ol tb« |»eot>le, uni li thp beiviet it^flf ih to be is wnh md 
lull and vaiieJ as we lau possibh make it 

17. The Hill ih, ID laid, lepjete \ulh ajipreheusion oi Tiiisgivings 
legardmg tht extension of br«inches ol banks oi lotiudatiou ot new 
banks. It eoemh io lonsidei it flangeious and undesiiable that bankh 
should multiply or branehify even of the siandaid eoiuiiieieial type. 
The odvent ol new banks or iiioiease <d liramhen of existing banks may 
be a sign ol dangor from the point of view of depositor«, ol unsound 
Ufeihods of business , but they aie indispensable foi tjie etfeotivo develop- 
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menfe of tbs country’s resoiirceB. The law should, indeed, see ibat any 
unsound jiraoiice is prevented rathoi' than branch banking be stopped, 
or increase in ihe number of existing hank branches is prevented. 

18. There are obvious objections to exc^cssively concentrated banking 
in a few gigantic companies, with a larger number of branches each. 
At tlie same Linn*, I recognise the difficulty of wliolly decentvaU*»ed 
hanking, where in each town or centre ot lar«jo ]>opulaliou and indns- 
tricF would have its own bank or banket. Hut whether we adpoi 
dfHicniralisod system with a large number of independent hanks or 
centralised banking, few in number but each of them with a large number 
id branches, legislation governing it must see that the lianking service 
ih CKtoiided us much as possible, and its beindil made available to as 
large a public as possible, in industry as well a^ «*oniincrce, in ]uuihictioii 
as well a-i distribution 

19. iVcnUbi the mal, ciuoial, vital im|iorUiiCo ot tbr< lolc of banks 

in developing national economy oi a dynamic hocu iy with immoiise 
potentdalitic'4 h not peiceived, (he Bill it confined only to companies 
registered in India, to which the t^ompanie^ Act would ap|ily lor pur* 
]m8es of winding u]). This would lea\e out a very con^derablo sectoi of 
Banking Enterprise in the conntr} Irom the e£fcctjve coutiol of this 
legislation, and therefore of ibc Ue'«cr\o Bank ol India Th<^ so called 
E\Ghaugo Banks, which oporaW m India but aie roi'i'^tcied (nitsidc will 
bi\ uudor this Bill, t^xempt from such control and siifteivision as 
would be possible to exoicisc undoi tin? l:iw to make all luiik^ lollow u 
niCBSiiro of co'ricijori policy llie haimtionoby these institutions India's 
industry ami prodnilivc capacity, tho obsliuctioji theno instinitJOuB hav** 
always caii'^iui bo ovon the political emuucipati<»tt of this country, and 
the insiMitiiico they had laid on the [irovision of si^cciiio safeguanls, in 
the th)veiiiiiit 111 ot India Aot^ llt.hj. against any digcriiuinutiou by 
t hiVoiiiuifnt or legidabiou lu Invoar ol iinlii'Ciiouh ^iiLei priso^ uiiisl bo 
siiltb le fitly tj<r'h in uion's iiiind to |iisbily^ and fven iit*ce«ntati\ the 
provision oi spcfiit suiegnurd against the rocnrroJice oi luisclijtd* theHo 
banks still in a pO'^itiou iu do The law must, accordingly, 

ap]>ly to the iii^titubioiiH legistoied abroad but operating in India no less 
tully than to the indigenous banks of 4 ^very type. In projiortioii as such 
indisfieniablo provi«iioiis am lelt out, the pioposcd legislation must l>e 
de»emed to be defective, 

(20). The lunidions ol a scoindly developed and scientifically operating 
banking system, in devising ways and means io popularise lianking, 
economise currency, staliiUse prices, mobilise invesLable capital or 
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AayingBj develop credit, and otherwiae maintain the economic syetem oC 
A dynamic Aocioty on an even keel, are^ also n^t lolly n^alised in the 
propoRed consolidalint; nil). The fioRf^ibilily oi tht hanking RjBtom inven¬ 
ting special ilevicos of making paymontR vithin the country, free of 
charge now levied, the inlruduction of such lusbruments^ methods of 
reohnique of puvmciits ar the lliru System and I bo postal cheque and 
the e\tension of hanhiiL. habit %o every \\orkeT and ])easant m the 
country are -tdl to he InlJv pMooived and gi\en eHect to in and by 
means of such hgi’^hitutn 


\lw I^ELKi, 

TAe |s( Jt'ilirtiary 194‘) 


K. 1. SHAH. 



Appendix J 

Eztraot Iroiii the Gazette ol' India, Part V, dated the 3rd A])ril, 1048. 

Tl.e IoIIowiml' i>iiis wcMe lutrcidiiccMl in tJn^ t'oasLiliuMit As^'em)>l> oL 
Ifidia (LeL’i'‘iativ<-) nii the :i2ntl Marcli, 104*^ — 

A Hill* \o »»r 194 ^ 

A IlHl to eoHsolitlafe anti an^nti th** Itnr rtiaiinq tn Imnlint) vutupanics, 

WjjukICns it is o\pe«h*‘id tti C(»n''Olifl}Lte 'in<i ai'ienti tlu ius\ i IfiUii^ 
io hanking (‘oiii]^ai)i( s, 

Jt IM 1’eu‘liy t'tilU'Led Uh lolU»ws — 

VAUT 1 
rit>MMiK T.\ 

1. Short title, extent and foinmcneonu-nt-- 7 Tt j U t n»*iy 
be calLsl thn Hanking (^»m{•uni< A. t. 

(2) It to all thn I'rovincf*^ of India ami dial! romo inlo torce 

on such date as the t ’enttal < «oTfrn!iiont mny, hy notilicat'on in llio 
oilicial Gazette, ap^Kunt in this beiialf 

(3) The tVntiai ‘ Mi\t*rnni«'n( ntuy, hv iK'biti. ition in \] t. official »I*i 
zrhe, extend this \'*t, vrith siK-h iiioduU*iitn*r - ax«d from «ij» )i date as 
may be specified, t»> aiy aceetline Stan* t<ii wlieh Um tNntial 

tnre has for tlu time b* ing the po\\ef lo iiisite laws as jespnelv link¬ 
ing coinpanie‘4 

2. Applietitiou of utlier laws not barred—The .d ihb 

Act phall he in atlditiou to, and no -ive ae heren altej »'lpre^dy |»ro 
Yided, in derogation el, ti»e Indian < ompanii ^ Acl, 19r'i (VII tf 

and auN fdiioi law foi tho tniM* bein<i m 

G. Act not to npp]y to co-operative briik.-, - Xoihmu in this A« t 
aiiall a|.[ily to a <*o-operative bank teLiPl<*iM| imciei the ( <>-operiitiv< 
Societies Act, JD12 (11 ot 1912;, or any other law l<»r the time helng 
in force in any Province of India, relating to co-operative societies. 

* The OtriJemoT * tenernl has been pleas&i to tfive the pre^Aous sanet'f^^^ 
required by section IftH of the < io^iemmenf of India Aet, 19^/6^ as adapted 
by the India (Pratdsionfjl i^tnstituiion) Order^ I9.i7^ to the mtroductum 
of the BUI in the CkmstUuewt Assembly of Imlia (feyiUoHve). 
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4. Power to suspend operation of Aot. —(i) The (^estral Uoveru- 
mont, if on a rnpieseutntiozi made bj the Reserve liank in this behall 
it is» flatistitd that it if* expodlont so to do, may by notilication in the 
olHcia] OjJ7<»t1e ^uapomi tor such pi nod, noi o^oeeiling sixty daye, aa 
may bo sp-'cihed in the notitioalion, the operation ot all or anj of the 
}trov]gioiiB id tilii-- Act, nitliiT gcnftally oi m relation to any spccifieil 
banking cmnpan) 

(J) In a eft I oi ^jkoci il enii igoiicx, the (ioviTUorol Uie Hegel ve Hank, 
«>r Ill hi‘ abson *e a I><]Oify *«o\iiiior ot the He'.»»rve l>aiik nonunaied by 
hnn 111 thi' li'b.ijf llJa^ 1 )\ lodn in wiitinii exciciso the powers* of th« 
t'liitK.I ijiuh'r ’lion (/) >^0 however lliai the period ol 

'«lzsp*n''ioii Ijall nol ♦x^•(e^l di\s, and where he does so, lie shall 

upon tin m iliei b» ilu Cential < ovornimMii foithwith, and the order 
shaJi, as -m n be^ b (inblitind in the (ia/elte oi India. 

(rj) '1 ( » euiral (o»winTient miy bx notification jn the o&icial 

• a/et t • \ 3 fi iioni ii.' lo tiin* lit i enoil (»f any su sponsion ordered 
umh 1 'id -iMtion m tieii (2) ioi ^neb not ^'xceeding 

) fli\^ iV an} time, as u think til, and not e\c(oJin;j one year 
in ih* 

0 l>'xin UuJjS.—1» ilif \u, nnie^- Iben is anything rwpugnaut 
11 * the *1 ni conte ^t 

{a) af»juovHJ heeniitns” nnai f MOBiilie-* ni which a iiusUe may 
jn\i I MoiK \ undo i »nu » iio-*e {0^ »lanst (W>), elaiiM' lO/ or elau^e 

(rf) ol sell 1.11 o‘ th^ Iniiiti I'lMM- Act, (II of 1^82), and sntdi 

^'M*uriU<'* <*L O' hilK ^nai’Uitw'l bv, aci cding States a-the Heperve Bank 
ma} be .intboiiseii I » uiiilci cltiii'6 *') ofsiciiun l» ol lliu Ues- 

u\c Jlink India Ac*, 10 1 \11 el 1934) 

0 ) ‘1 ankio;: ’ inecii tht iivcoptnij^, lof the piiijiose ol leiifling im 
invostincnl, o| depo»*i1 ol iiiori‘'y tieiii lliC public, rep«*yabh‘ on demand 
<u otbeiwj^i, .ind wiilulianobh by ihique, dialt, ordci or otheiwisc ; 

(c) *binking eouipany” ine»in'' any eonipHiiy win h transacts the 
hn^iniS'* ol liuikinir in any Hiovinoo ol India; 

(d) ‘oinpnny inetiis am coiujiany whidi may be wound up under 

the Indian * o npanies An, H ot 1013) ; 

(c) •’toiiit" means the Couii haMiig iniisdiction under the Indian 
Companies Act, 1913 . 

(f) *Meinnnd liabilities'* means liabilities which must be met on de¬ 
mand, and ‘"lime habilities'* mean^ liabilities which are not demand linbilites j 
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(g) ''gold’* xnclndeB gold in the form of coin, wbetdier legal tender 
or not, or in the form of bullion or ingot, whether refined or not; 

(&) '^managing agentT’ means a person, firm or company entitled to 
the management of the whole aftaira of a company by virtue of an agree* 
ment with the com])any, and nnder the control and direction of the 
directors esicept to the extent, if any, otherwise provid<?d for in the 
' agreement, and incindes any person, firm or company occupying luoh 
position by whatever name called; 

Ez^nation .—It a person occupying the position ol managing agent 
calls himself manager or managing director, he shall novel theless bo re* 
garded as managing agent for the pnrposes of this Act. 

(t) ''private company’* has the same meaning as in the Indian Com* 
panies Act, 19115; 

(j) '^prescribed’’ means pi escribed by rule«* nade nnder this Act; 

(k) '^registrar” has the same meaning as in clausi [16) of stib-section 
(i) of section 2 of the Indian CoinpanieH Act 1918 • 

(l) ^'Reserve Bank" means the lieserve Bank of India, 

(ill) "scheduled bank” means a bank for the time being included in 
the Second Schedule to the Reserve Bank of India Act, 1984 ; 

(n) ^^secured loan or advance" mean<i a lo^iu or advance made on 
the security of assets the market value of which is not at any timeless 
than the amount of such loan or advance, aud 'Sinsecuied loan or ad- 
tance” means a loan or advance not so secured; and 

(o) references to the Provinces of India shall be contrued as includ¬ 
ing reference to the acceding States to which this Act for the time being 

’ extends under sub-section ( 6 ) of section 1. 

PART II 

BuSlNll.bb 01 BX^K1N«* COMPAMl S 

6. Fonns of business in whlcb banking companies may engage— 

(J) In addition to the business of banking, a banking company may 
engage in any ono or more of the following forms of business, namely:-*- 

(a) the borrowing, raising, or taking up of money; the lending or 
adtnnoing of money either upon or without security ; the drawing, making, 
^oepiing, discounting, buying, selling, collecting aud dealing in bills of 
exiolinuge, hoondeeSi promissory notes, coupons, drafts, bills of lndxng> 
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nuilwajr teoeipta, warrant^^ debentoreH, oerbifioates, aoripa and other 
inbiromento, and secnrivles whether transferable or iiegofciable or nob; the 
granting and issning of letters of credit, Iravellera clicqnes and cirenlar 
notes; the buying, selling and dealing in bullion and specie; the buying 
and Belling of foreign exchange including foreign bank nolcs; the aoqni- 
ring, holding, isbning on coniniisMou, underwriting and dealing in stock, 
fnnds, shares, dobintiirus, debenture stot*k, boncl'^, obligationfl, .*)ecurities 
and investments of all kind^; the purchasing and selling of bunds, '^crips 
or other forms of securities on behalf ol constituents or otliers, the 
negotiating of loans and advance-*, the receiving of all kinds of bonds, 
scrips or valuables on dtpo.sif,, or for safe cu itody or otbei wim*; the provi¬ 
ding of sab* deposit vaults; the collecting and cransiuitting of money 
and soenriti«»8; 

(6) acling as agciith for any <5ovcinmcnt or local authority or any 
other pc*!son oi i^TSon^. the carrying on of agency basinets ol any 
(lesoiiption including tl idoaring and lorwarding of goods, giving of 
receipts and discharges and otherwise acting as an attorney on behalf of 
customers, but excluding tin bu'^inops of a managing agemt ofat'ornpany ; 

(c) coutracliiug lor public amt private loans aud negotiating and 
JShuing the >ame : 

(d) the elleciing, insuring, guaranteeing, underwricing, participating in 
fiiaiiaging and Dairying oin ot an> issue, juiblic or private, of Scale, 
municipal oi other ^oans or of share*-, sto'k, debentures, or debenture 
>tock of any company, cor potation or association and the lending of 
money for the purpose of anv such issue ; 

(e) carrying on aiid transacting every kind oi gnaiantee and mdemu* 
ity husinesd: 

(J) managing, selling and n alising all propel t} movable and immo¬ 
vable which may come into the possession of the coinitany in satisfac¬ 
tion or ]»art satisfaction of aii> of iia claims ; 

(g) acquiiing and holding and generally d^^aling with any property and 
any right, titleor interi'at in any propertv movable or numovable whicli 
may form part of the security tor any loans or advances or which may 
be connected with any such :!ecnrity ; 

(h) undertaking and executing trusts ; 

(€) undertaking the administration of estates as executor, trustee or 
otherwise; 

(j) establishing and supporting or aiding iu the establishment and 
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s»appor(f of association^ instiintioiis, fiindH, truBtsand convemencei) caIoii« 
latcd to benefit employees or e\-emp)oyeoB of the company or the depo- 
ndoni^ or connections of such persons; granting ponsions and allowances 
and making payments toward^* iuBuram*o^ suheciibinc: to or gnarauteeing 
moneys for charitable or l>enevoleiit object or for any exhibition or lor 
any public, general oi uKclul object ; 

(fc) tlw' at^quisition, eonstmelicm, maintenance and alteuition of any 
building oi woiks iiec< ssary oi convenuMti loi the purposes of the com¬ 
pany , 

(?) lluiu, inipioving, neimiginir, d^velopiuM, e\(*huiiging, leaSiir.;, 
moitgagin*^ dispo-^ing ol or 1 Liming into ai'count or olbeiwi’^e dealing 
with all or any part of the pmpeitx and runts ot the company; 

(m) acqairiug and umlertaking the wlnde oi am part ol the bnsine'«s 
ol any per-on or company, whop such busmc'^N u oi a nature enniaera- 
ted or dcsciibcd in this uh-Mvtion 

(fi) doing all 'Ucli othm things as aii iiicidnn* i! or eoudiicivc to 
the piomotiun oi adviiuc^inent ol the biisints^ o\ the companx , 

(p) any other form ot Ini-iness whn h the t ential Qoyerunient may, 
hv notitn*ntiOD in the otKcial Ga/ette, s]»(H*ily a-- a lonn of bu-^iness in 
which it is lai\lul for a bankin^ conipanx to engage. 

<2) No baiikni., <»ompany wheiefoeycT jrn* >rpoiato<l ^iiall engage in 
any toim ol busmosh othei than tho-*^ itfeiied to in sub section (/) 

/. U 3 C words “banker*, “bMukin*’:”.- (J) Aft* i the expiry ol 
two yeais trom the cominmieement ot this Aet, no CiUnpiin} diall carry 
on the bii'ini*^-^ ol banking in an} rioviiiC‘»' oi India iinie-*' it URe^ as 
part ol its name at huinti opr ol the woid*'•'bank*, ’■‘bankoi'* oi '•banking*'. 

Provided that nothin:^ in this snb soedion shall appl\ to any l»anking 
company lo ixislence on the 1st day ol Januan, 11) 1*^. 

{i) I’yery compaii\ which use- as part of tb< name under which 
It oaiTic- on bu-lnf8^ an\ ol the worda ‘ bank’’, '*baiikcr * oi •'bankinu” 
:<hall, notwithstanding that it may not for any ic^eon be a banking 
Oompan> as defined in clausr' {o) ol eeeuon o, lie deemed to be a 
[iaiikiU'4 tom]iany and be -cubiect to the provisjops ol tins Act as such: 

Piovided that nothing in this sub-soction shall appi} to any associa¬ 
tion of banking cimipanieB formed for the protection of their mutual 
interests and registered under section 26 ol the Indian Comjianics Aot, 
Laid (VH ol 1918). 
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8. Prohibition oi'aooeptlnfi: demand deposits.—No company other 
than a banking company shall accept do]H>8it<i repayable od demand. 

9. Prohibition Ol* tradine:.—Notwith^tandius an}ilnng contaiaodin 
section 6 or in any contract, no banking comy^any shall directly or indi- 
loctly deal in th(‘ buying or selling oi buitering oi goods, except in 
connection with the realisation oi stcnrity f.jvtn t) (»i held by it^ or 
engage in any tiade, oi bn\ or seK or barter goods Itn olhcis otherwise 
than in connection witli bdls ol* cxchango received f )r i'ollection or 
negotiation oi with Mich ol its biiMiieKS as is refortid to in clause (i) of 
Mib^'Hectioi) {1) so(*tio)i t). 

Trovided that this Ss*i tjirm shall not apply to auv uch biitiue^s us 
ufon said wdiich was in the coei'^e oi being fransieted on the I t (hy of 

Janaai;^, li)4^, mi however, that the hael bnsiutss ••hull be completed 

betoie the fxpii} ol (»ne yeai iioiu the coiniiu ncemeiit ot this Act. 

EifpUvnatioii hoi the puiposeh ot ihi-S(« tion,'‘goods’Mncaiis every 
kind ol niovaldt yiio|eity, other than a< Lionalilc i iui ns, hLu<*Ls, shares, 
montv, biillioi) and ^picic, and ill in.'^tinmenf^ refund to ui cl.iiikv (a) 
oL ^ubh^otion (J) oi sec lion (>. 

10. DispoSvil Ol noii-baukina: assets.-Notwitl stsnding anything 

conluintd in '-eoiions H and wdieiv any binking coinpun^ actjuiro*- or 
has acqiiJiid any as^Ms in Mill tavlionol its < luims ui (he (*oiiise oi 
liauking Inisinesh, being aesets in le'-pcfl of which it is not k*wfaJ under 
the saul sections foi the compani to tiun^act biniinefls, it m.«y, within a 
pc‘raod ot ‘even \euis lieni the date of it^ a< quiHition of Midi assets or 

fioiu the cumincnceineiLt ol this Act wli hover is latei, deal oi trade 

in sU'*h asset- loi the ]»ur|»o <* of taiulitating the disposal tlicieol, an I 
shiill, liefoic the expiration of titie said yicriod di.spobC of such assets 

l^rovided that the Keseri*' liank may in anj yiarticiilai case extend 
the said ]»eriod by such period not e\cocdinc five years as it ilnnks fit 
whfie it is su'istied (hut such e\len‘'ion wou’d l*c in ilu* uiteiebt of the 
flepot^iturs of the hankiuo compani. 

11. Prohibition of employment of managim:: agentH anU rest¬ 
rictions on corUin ibims of eniploymenl —(7) No lianking company 
whereboeyei jiicoryioratod shall employ ot he niunaged by ,i managing 
agent, or emjiloy or be manager! by any peision— 

(a) wliose remuneration or yiart of whose romuneraHon takes the 
form of commission or <»f a shaic in the piofits ot th< company, or 

(b) whose rcmiiTierution is on a ^oale tllsproportio*'ate, aceording to 
the normal standaids prevailing in hanking business, to the resonrees 
of the company, or 
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(c) who is B (lireotnr of any otiier company nok being a •.nb-^idiary 
oompanj of the banking uompatiy, or 

(d) who ig engaged in any obher bugine^s or vocation, or 

(e) who ba<« a oontiact with the company for ite manaiiemont for a 
period exceeding five year^ at any one time: 

Provided tliat the <«aid peiiod oi live vi'iiB ghall, in relation to 
contracts subgigting on the 1st day of July, 1944, be computed from 
that date. 

Proy]i]<*<J further that any contiact ^vdth the company ictr its iiiaua 
gement may be renewed or <f\teiidiK] for a further period not exceeding 
five yeaig at a time If and olten as tla direetois decide, 

subject in the ca^e of «i banking company incorpc^ralod m India, to aucb 
decision being appioved by the shareholders in general mooting. 

If any question arises in any purticulai case whether remunera¬ 
tion is on a scale dispropm tionate, accoidmg to tli«* normal htaudards 
prevailing in banking hnsinisb. t<i the rusouner ol the company, the 
decision ot the licserve Hank theieon ««hal} bo final tor all purposes 

IS Restrictions on commencement of business and condition 
for oanTTing on business—(7) Notwithstanding anythino contained in 
section 103 of the Indian Companies Act, 11113 (VII oi 1918), no banking 
company wheresoever incoi pointed in existence on the Ist day of January, 
1948, shall, after the expiry of tbr«>e years iiom the commencement oi 
this Act 01 of -nch furthei ]»eiiod not exrc^odiug one year as the UesiTve 
Bank, having levaid to the interest ol the depusitiis oi tbr coiu]»auy, 
may think fit in any particnJar case to allow, carry on bugini^ss, and no 
other banking company wheresoever corporaied shall aftei the commen¬ 
cement ol this Act commence or carry on busincHs in any Province ol 
India, nnlesH it hn^ paid-up capital and reserves of au aggregate value 
not less than, in the t*ase oi a banking company having its principal 
place of businesF elsewhf^ie than in a Ptovince of India, fifteen lakhs ot 
rupees pluB, it li ha^ any place oi business ju Boiubuy i'lty or Talcntta 
or bf>th. Five lakhs of rii[>ees, or in any other case,— 

(t) if it has places of business in more than one I’rovmce, five lakhs 
of rnpeeg ptue, if it hag any place of business in Bombay City or (Calcutta 
or both, five lakhs of rupees; 

(it) if it has all its places of business in one province and has no 
place of Imsiness in Bombay Oity or Calcutta, one lakh of rupees in 
respect of its principal place of business plua 10,000 rupees in respect 
of each other place of buHiness in the district in which it has its prm- 
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oipal place of business phuB 85^000 rupees in respeoL of each place of 
business sifcuatel elsewhere in the province, so however that no banking 
company to which this clause applies shall be required to have paid-up 
capital and reserves exceeding an aggregate value of five lakhs of rupees : 

Provided that a banking company to which this clause applies and 
which has only one place of business shall not bo required to have paid- 
iqi capital and receives e\(*€eding an aggregate value of 50,000 rupees; 

(m) if it has all its places of bnsiiioss in one province and has one 
or more places of hnsdiiess in Bunbay City or Calcutta, five lakhs of 
inpecs plus 25,000 rupees in respect ol each place of business ontside 
Bunihuy City or Calcutta, as the ease may be so however tliat no ban¬ 
king Company to which this clause applies shall be required to have 

])aid-up (^apital and reseivi^ exceeding an aggregate value c»r ten lakhs 
of inpees. 

Ej'pUmalion I.- hm* tlic purposes of this suh-.soction a pla<*u (»f busi- 
Tiess situated jii a ]>rov]n(o other than that in which the principal place 
of business of a hanking com])uny is situated shall, it it is not more 
than tweniy-iivo miles distant from that principal place of business, bc^ 
doomed to be siluat<nl within the same ]>iovinco as llmt )>rincipn1 place of 
bnsineSH. 

Eaplanation 2 .—In this sul»-g6ction and sub-section (i), 'Value*' 
menus the icai oi oxrhangeabic value, and not the nominal value which 
may he shown in th<* hooks of the conijiany concerned. 

(S; A banking coujpauy incorporated olsewhero than in a Province 
of India shall bu JeeimMl to have complied with tbe provisions of sub¬ 
section (I) only if it keej»s deposited with the Reserve Bank an amount 
not less than the minimum aggregate value of paid-np capital and rese- 
ives required in its chs 4* under that sub-section either in cash or in 
nueiicumliercd a]»proved ‘ecurities or partly in cash and partly in such 
‘'cciuities, and such amount shall, lu the event of the company oeasing 
for any reason to 4 *airy on hanking business in the Provinces of India, 
be an asset of the company on which the claims of all the cr64liiorB of 
the company in the I'roviiices of India shall be a first charge. 

(5) No banking company wheresoever incorporated, on or after the 
16th day of January 1987, shall carry on business in any Province of 
India unless it satisfies the following conditions, namely;— 

(a) that the subscribe«l capital of the company is not less than half 
the authorised capital, and the paid-up capital is not less than half tbe 
90 
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anbscribed capita], aud, if it inoreases its capital, oonipUcg with the condi¬ 
tion within such period, not e.\cee(liD{> two yenni, aft the Betterve Bank 
may allow, and 

(b) that the capital of the company conRiatft of ordinary ftliares only, 
or ordinary sliarea and such jirefereuce shares a<i may have been i‘<suad 
before the l‘-t day of July 1!)44 only, and 

(e) that, enbjoct to clanae (<2) the voting rights of all shareholders 
are strictly ])roporlionoto to the oontribution made by the sliarelioMer, 
whether a proferenec sharehohlcr or au ordinary shunihoidor, to the paid- 
up capital of the company, aud 

(d) that the votinff rights of any one shareholder do uol exceed ten 
per cent, ot the total voting rights of all the shareholl1or^. 

(4) If any dispute arises in computing the ageregute value of the 
paid-up capital and roserves of any banking oomptany, a doleinijnation 
thereof by the lleserve Bank shall be final tor the purposes of this section. 

13. Bestriotion on oommission, brokerage, diaoount, etc., on 
sale of shares. —Notwithstanding anything to tho contrary in sections 
105 and 106A ot the Indian Oompanies Act, 15>13 (VII ot 1913), no 
banking company shall pay out directly or indirectly by way of coinmi- 
Bsion, brokerage, discount or remuneration in any form in resp<'ct of 
any share issued by it, auy amount exceeiHug in the aggrogatn two and 
onc-balf per cent, of the j)aid-up value of the ^aid share. 

14. Prohibition of charge on unpaid capital.— No banking comp 
any shall create any charge upon auy iiu]iai'] capital of tlie company, 
and any such chargu shall bo invalid. 

15. Bestriotions as to payment of dividend. (1) No banking 
coinjtBny shall pay any dividend on its shares until all its cajutnlisetl 
expemses (inolnding prelimiuaiy expuses, organisation cxtionses, share- 
selling (mmmission, brokeragn, anionnts of l«>ssus iacurrml and any oilier 
item of cxponilibure not represi'iilod by taugiblo nsriols) have l>t«n coinp 
leiely written off. 

(S) No banking company incorporated in a Province of India after 
the 1st January 1948 shall declare or pay any divifleud on its sharosab 
a rate ezeeading nine per ceni. pr annum of the amount of the calls 
paid in respect of such shares. 

16. Prohibition of common dlreotors.— No banking comiiauy in¬ 
corporated in a Province of India shall have as a director any person 
who is a director of another banking company. 
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17. Reserve fund. —Every banking company inoorporated in a Pro¬ 
vince of India ohall maintain a reaervo fnnd, and ahall, out of the de> 
clarod profits of each year and before any dividend ia declared, transfer 
a anm (><|nivaloiit to not less tban twenty per cent, of suoh profits to the 
rcBorvo fnnd until the amount of the said fund ia equal to the paid- 
np capital. 

IS. Cash reserve. —Every bankin}; company not Iwinp a acheduled 
hank ahall maintain by way of cash roaervu in cash with iteelf. or in an 
n(*(’.onnt o^icneii with tlio Utaervo Bank, or partly in caah with itaelfand 
{lartly in such account, a sum equivalent to at loast two i)er cent, of 
its time liahilitics and five {icr cent, of its deinand liabilities and shall 
file with the Iteterve Bank before the fifUonth day of every month three 
copies of a statement of the amount so held on the Friday of each week 
of tho jn'cccdini; month with (larticniars of its time and demand lidbili* 
ties on csc'h siicli Fiiday. 

10. Restriction on nature of subsidiaiy companies.—(f) A baukinc 
cnnprtoy sh,ill not form any snbsidiarA company except a snbsidiaiy 
<;om]>Hny formed for onn or more of the following purposes, namely, tho 
undertaking and executing of trusts, the undertaking of the odministro- 
tion of cstatofl as executor, trustee or otherwise, the providing of safe 
dejrosit vauUs or, with the pi-evious jrermissioii in writing of the Ueserve 
Ikvnk, such other purposes as are incidental to the business of banking. 

(J) Snv H' jrrovidc.! in sub'scction (1), no Iranking cominny shall 
hold shari s iu any coii)|>any, whether as pledgee, mortgagee or absolute 
owner, of an omonnt exccerliug twenty jror ccut. of the paid-up share 
c.u]iila1 ol that compau,\ or tvculy per cent, of its own ])aid-up shiiro 
ca])it:il and reserves, whichever is less: 

I'loviiied that a banking company shall not bo liable for an ina¬ 
dvertent contravention »)f the i)roviRionB of this snb-section if it reports 
the contravention to the lloserve Hank without delay and if the conlra- 
ventiou does not persist for a period exceeding two months: 

Provided further that any banking company which is on the date 
of tho commencement of this Act holding any shares in contravention of 
the provisions of this sub-section shall not be liable to any penalty there¬ 
for if it reports the matter without delay to the Reserve Bank and if it 
brings its holding of sliarcs into conformity with the said provisions 
within suoii period, not exceeding two years, as tho Ueserve Bank may 
think fit to allow. 

(S) Savo OB provided in sub-section (1) and notwithstanding anything 
contained in sub-section (F), a banking company shall not, after the 
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expiiy of ono year from the date of the commeucemeDtof this Acl, hold 
ihares, vrhelher as pledgee, mortgagoe or absolute owner, in any company 
in the management of which any managing director or manager of the 
banking company is in any manner concerned or intex'esled. 

80. Restrictions on loans and advances.—(i) Notwithstanding 
anytlung to the contrary contained in section .>4A blie Indian Comj)- 
anicB Act, 1913(VII of 1913), no banking company Jiall make any loans 
or advanci'S on the security of its own hhareS, or ^*raiil miKc<*ured loans 
or advances to its directors or to firms or private coinpAiiics in which it 
or any of its directors is interested as partner, directoi or managing agent 

{a*) Every banking coinjiany sbaU, before the tIohc of the month 
succeeding that to whicli the return relates, submit to the Itescrve Bank 
a return in the presoribed form and manner, showing all mi'^ecnred 
loans and ud\aiLces granted by it to companies, other thanpiivate comp¬ 
anies, in wliioh it or any of its direcUxrs i^ inborrsted director or 
managing agent. 

(S) If on examination of the returns Aiibmitto'l uodei sub-scotion 
it a))])ear6 to the Ilcserve Bank ibut any loan^ or advances rcfintod to 
in that eub-gootion are being granted to the dotiiment of tlie interest of 
the depositors of the banking company, the Ues«'rvo Bank may by 
oixior in writing prohibit the banking company from making any 
sneh further loans or advances or impose BU(‘h restriction^ on tho grant 
thereof as it thinks fit, ami may by like (inlor direct tie banking comp¬ 
any to Secure the repayment of an^ such loan oi advanct within such 
time as may be specified in the order. 

21. Ltoensing of banking companies - Evci y bankini; (jomp- 
any in existence on the date ot the rolnmoncomen^ of this Act, bofor<' 
the cNpiry of six months from tho said date and everv other coiii])iiny, 
before commencing banking business in any I’roviuoe of India, shall 
ap]dy in writing to the Heserve Bunk lor a licoiico under this section. 

{J) E\oept that a banking company in cxisteTi>*o on the commonce- 
mout of this Act may coutinno to carry on banking business in any 
Fiovinoe of India until eith<T it is granted a licence under Ihissoctiou or is 
by notice informed by the Reserve Bank ihat a li(*cnce cannot be granted 
to it, no company shall commence or carry on hanking business in any 
Provinoe of India unless it holds a lioenoo granted by the Uoserve Bank 
in such behalf: 

Provided that the Keserre Bank shall not give a notice as afore« 
said to a banking company inexistenco on tho 1st day of >laQaary 1946 
before the expiry of the three years referred to in snb-rsoction (1) of sect- 
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ion 12 or of such further jMsriod as tho Rosctrve liank maj, under that 
sub-aoction, think fit to allow. 

(5) Before granting any lii^noe under this section, the Uesorve Bank 
may require to he satisfied by an inspeotioii of the books of tliec^omjiany 
or otlierwise that all or any of the following conditioub are fulfilled, namely;— 

(a) that tho company is in a position to ])ay its depositors in full 
as their claims accrue; 

(6) that the alVaiis of the conijiany art' not being eoiidu<d(‘d lo the 
detriment <»f the iuteret-ta of its depositors : 

(0) ill the case of a company incorporated clscwlitre tli&n in a Tro* 
yince of India that tho Uovernmout or law of the country in which it 
is incorporated dot).s not discriminate in any way again>^t baukiug com¬ 
panies r(\({i<itered in a TroYince of India, and that the company complies 
with all tho provisions of this Act, ajqdicahlc to b-mkiug oonipanios 
incorporated ont*4ide tho ^ro^iflceB of India. 

(-0 The Ucservo Bank may— 

( cl ) canced any licence gianted uiidcr sci tion where any id llio 
conditions set out in snh-seetion (»T) on the fulfilment of which it roipiired 
1o ho salidiMl -when giantiiig the licence ceases to b? fulfilled, or if the 
company ctan'S to carry on hanking business every where in tho Tio- 
vinccs of India or goes into licpiidiitioii ; 

(b) al any lime afler granting a lii-eiue under this section reqiiinj 
tha^ any of tho paid eouditions on tho fiilfilinent of wliH'b it did not 
require to he satisfied when granting the licenw^ shall he fulfilled to its 
satisfaction wilhin such time as it may speedy, and if tho condition is 
not so fulfilled, cancel tho lioeueo. 

(ft) Any banking company aggrieved by tho cancellation of ils li •once 
iiiidor siih-«octioii (}) may appeal to Ceniral liovorimienl, and the deci¬ 
sion of the Central Qoverimicnt on ^ucll appeal bo final. 

22, Restrictions on opening of new, and transfer of existing, 
places of business. —No banking company >ha]l ojren a new place of 
business or change, otherwise iJirn wdthin the same city, town or village, 
tho location of an existing place of business without ohtuining (|io prior 
permission in writing of the lle-crvc Bank ; and boforo giving any such 
Iternilssion tlio Reserve Bank may require to bo satisfied by an inspection 
under section 34 or otherwise as to the financial condition and history 
of the company, the general eharacW of its maiia^cment, the adequacy 
of its capital strociure and earning prosjiects and that public interest 
will he served by tho opening or, as the ease may he, change of location 
of the place of business. 
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Pioviduil ihni nothing in this section shall apply to tite opening lor 
n ))orio(l not exceeding one month of a i8m[H>rary place of business 
within a city, town or yillage or the environs thereoC within wliioh the 
banking company aheady has a place of business for the purpose of 
affording (tanking facilities to the public on the occasion of an exbibiflon, 
coiifcrcnco or mda. 

E7jilanation,'--Vor the ]iurposos of this section ‘'place of business’^ 
includes any sub-oflic.e, pay-oilicc, sul)*pay-olHco and any place of bnsino'^s 
at whicli deposits arc received, cheques cashed or moneys lent. 

13 8 Maintenance oC a percentage of aRsets.—(J; After tin; expiry 
of two years from the comuicnccment of this Act, ov^Ty banking company 
shall niainlaiii in cash, gold or unencumbered app^»^('d securities valued 
at u price not exceeding the current market price an amount which shall 
not at the close of business on any day be less than twenty por cent, of 
the total of itb lime and demand liabilities in all the L’rovinces of India. 

Krj)Utnation .—For the pur])osc^ of thi.s section liabililies shall not 
jnclude the paid-up capital or the reserves or any credit balance in the 
prolit and li^ss account of the company f)r the amount of any loan takoii 
from tie Keserve Bank. 

(2) In computing the amount for the purposes of sub-section (1), tim 
deposit required und<'r sub-section (^) of seittion 12 to (lo made with the 
lioHerve Bank by a banking company iticorporalod elsewhere than in a 
Province ot India and any bahiMce maintained by company with the 
Ueperve Bank, including iu the ca^e of a scheduled bank the balance 
required nndcr pu(>-pectioti (7) cd section 42 of the Beserve Bank of India 
Act., JOill (II of 19;U\ t-o Ik; so maintained, shall be doomed to he 
cn^ih maintained. 

(S) For th<; purpose of ensuring eomplianoo with the puivisions of 
ibis section, cv^^y banking company shall, not lator than filtoendays afUT 
the ond of the month U) which it relatos, furnish to the Ueserve Bank 
in the proscribod form and mannor a monthly return showing particulars 
of its assets maintained in accordance with this section, and its time and 
demand liabilities at the close of business on each Friilay during the 
month, or if any Friday is a public holiday umler the Negotiable lostru- 
meuts, Act, 1881 (XVI of at the close of bu.dnees on the prece¬ 

ding 'working day. 

24. Assets In the Provinces of India.—(i) At the close of the 
last working day of every quarter the ussets in all Provinces of India 
of every bauking company shall not be less than seventy-five per cent* 
of its time and demand liabilities therein. 
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(2) Every banking company aball^ williiu one month from the end 
of every qnarlier, submit to theBeserveBauk ar«fknrn in the prescribed 
form and manner of such assets and liabilities as at the close cd the last 
working day of Die ])revious quarfer. 

(S) For llie purposes of this section, nsf'ets shall be deemed to include 
snob promibhoiy notes, bills of exchange and securilies as the Reserve 
Bank is under the Uesetve Bank of India Aet. 1934 (11 of 1934), em¬ 
powered to piiicha'ie^ diMeoiint or make advanoes against, and export 
bills drawn in India and expressed in soch currencies us the Reserve 
Bank may from time to time approve in this behalf. 

{1) In this .section, <]uarier *’ means a peiiod of three months 
ending on the last day of March, June, September l>ocember, 

25. Return of unclaimed deposits. —Every banking eompany shall, 
within thirty days after the close of (*ach calendar year, submit a return 
in tlio pi escribed form and manner to the Ueserve Rank ns at the end 
of such calendar year of all accounts in the Proxinees of India which 
have not heeii operated upon for ten >oars, giving particulars of the 
deposits standing to the credit of each sush account: 

Provided that in the ease of moneys deposited for a fixed peiiod the 
said term of ten years shall be reckoned Irom the date of the expiry of 
such fixed period. 

2G. Monthly returns and power to oall for other returns and 
information.— (7) Every hanking comiiany shall before the dose of tlie 
mouth succeeding that to which it relates submit to the Reserve Buik 
a retiirii in the prescribed lorm and manner showing its assets ami 
liabilities in all the l^i'oviin;es oi India as at the close of business on 
the last Fi'iday of every month or if that Friday is a public holiday 
under the Negotiable Instruments Act, 1881 (XVI of 18H1), at the close 
of business on the precwling working day. 

(?) The Kesoive Bank may by notice in writing iiqiiiie a bunking 
company at any time to iuruish it within the time sp«vilied therein or 
such further time as the Ib*sorve Bank muy allow, with statements 
and iurorniation relating to busines.M of such banking (‘ompany, and 
without piejudico to the gonerality of the foregoing |Kiwer, may call for 
information every half-year regarding the cliissifioatiou of advanoes and 
investments of bnnking companies in respect of industry, commoree 
and agriculture. 

27. Power to publish information.—^The Reserve Bank, if it con¬ 
siders in the public interest so to do, may publish any information 
obtained bv it under section 26 in such (*onsolidateil form ns it thinks fit, 
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28. Aooounts and balance-sheet At tbe expiration of eaoh 
calendar year every banking company incorporated in a Province of India, 
in reapect of all business transacted by it, and every banking company 
incorporated outside the Provincos of Indian in reMpeot of all bnsiness 
tiunsacted through its blanches in the IVovinoes of India, shall prepare with 
reference to that year a balance-sheet and profit and loss account as on 
tl.c Iti-t woiking daj of the voar in the Forms net oni in the Schednlc 
oi as near thereto as circuinstan(*e8 admit: 

Piovided that in ihe case ol a banking company inooiporatod oof side 
the Povinces ol India, the profit .and loss account may bo pre|)ared as 
on a date not earliei than two moriihs before the last working day ol 
the year. 

(.?) The balance-sheet and profit and los*^ account shall Iw signed— 

(a) in Ihe case of a banking company incor|>oratcd in a Province of 
India, by the manager oi the pi incipal otYicei oi tho company and where 
tJieic are more thnn thico diiactors of the company, by at least three 
ol those ilirectois, oi wheio there aio not moie than thie(* <liiector«, by 
all the direclois, and 

(b) in the ca^^e of a banking company incorpoiaied outside the Pio- 
vinces of India by the manager or agent or the piincipal officei of the 
company in the Piovinces ot India 

{3) Notwithstanding that the balance-sheet ol a banking com])any 
ib undei sub ^e<*tion (i) icquired to be pieparcd in a form other than 
tbe foim marked F in tbe Thud tSchoduIe to the Indian ('ompanies Act, 
191!) (\ II ot 1918), the requirements of that Act relating tt» the balance- 
sheet and piofit and Iobm account ol a company shall, in so tar as they 
arc not inconsistent with this Act, apply to the balance-sheet or profit 
and lo^s account, the <*ase may l»e, of a banking company. 

(4) The (Vuinl Govciomcnt, allei giving uol lesg than Ihioo months 

nofico of its iafenliori so to do hy a iiolitioation iii the ohichd 

iua\ ihne to iim*' hy a like uotificalion uineiil \\n 
in tbi Schedule. 

^.*9. Audit-~(l) The bahiroe-sheet and profit and lobs account pio 
in aocoidauoe with Beolion 28 hhall l>e audited— 

(o) in the ease of a banking company incorporated in a Province oi 
India, by an nnditor hoMiug a oeriiiioate nuder section 144 of tlie Indian 
(^mpanicfl Act, 1913 (VII of 1918), entltKog him to act as an andito) 

(1>) in the ca«-e of n banking company ineorporatad mitside the 
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Tinces of lAdia^ eiiher by gech an auditor an aforesaid, or by a person 
duly qualified to be an audiior under the law of the oonntry in which 
the company is incorporated. 

(S) The Auditor shall haye the powers of, exorcise the fanctions 
vested in, and discharge the duties and be subject to the liabilities and 
penalties irufiosed on, auditors of companies by section 14r> of the afore¬ 
said Act. 

(S) In addition to the matters which under the aforesaid Act the 
auditor is required to state in his report, he shall, in the case of a ban¬ 
king company incorporated in a Province of India, state in his report,- 

(a) whether or not the information and explanations re(|uired by him 
have been found lu be '^ati^^faotory; 

(b) whether <>r the transactions olf the ootnpany which have come 
to his notice have been within the powers of the company , 

(C) whethei oi hot the returns received Irom branch offices of the 
ooiupauy have* been iouud adequate for the purposes of his audit; 

(d) whether the profit and loss account shows a true balance of profit 
and loss for the period covered by such account; 

(a) any other mattcM which ho considers should be bronght to the 
notice of the shareholders of the campany. 

80. Submission oi* returns.— The accounts and I)a1au(*e-sh('et refe¬ 
rred to in section 28 togeUicr with the auditor's report shall be puhiished 
in the prest'ribed manner, and tliree cofuen thereof shall be furnished as 
returns to the Reserve liank within three mouths from the end of the 
period to which tlx y reler: 

Provided tl.nt the It^ serve Bank may in any case extend the ^aid 
period of three mouths ior the furnishing of snob ruturns by a fnither 
period not exceeding three months. 

31, Copies of balanoo-sbeets and accounts to be sent to regi¬ 
strar.— (1> Where a hanking company m any year furnisher its balance- 
sheet and account« in acc*ordancc with the provisions of section 80, &t 
may, or when it is a private company as defined in the Indian Companies 
Act, 1918 (VII of 1913), shall, at the same tiige tend to the registrai 
three copies of such balance-sheet and accounts and of the auditor's 
report, and where such copies are so sent, it shall not be necessary for 
the company, to file copies of the balance^iheet and accoonts witt the 
registrar as required by sub-section (1) ot section 18d of the said Aot, 
and such copies so sect shall be cl^argeable with the same fees and shall 

30 
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be dealt with in all respects as if they were filed in aceorvlaiioe l^itb 
that flection. 

(£) When In pnrenanoe ot sub-flection (2) of section 26 the Beflorre 
Bonk requires any additional statement or information in conneotion 
with the baisnoe-flheet and accounts famished under section 80^ the 
banking company shall, when supplying such statement or information, 
send a copy thereof to the registrar. 

32. Display of audited balance-sheet by companies incorpo¬ 
rated outside the Provinces of India.— Svery banking company inco¬ 
rporated ontfiide the ProviuceB of India, shall, not later than the first 
Monday in Auf^nst of any jeai in which it cairns on business, display 
in a Gonspicuons place in its principal oihce and in every branch office 
in the Provinces of India a copy of its last audited balanoe-flheet and 
profit and loss acconnt ])repared under section 28, and shall keep the 
copy so displayed until replaceci by a copy of ilie subsequent balance- 
sheet and profit and loss account so pre|>ared ; and every banking 

company shall display in like niannei copies of ibk com])lete auJiteil 
balance-sheet and profit and loss acconnt relating to its Irankiu^ business 
as soon as they are available and shall keep the (‘opies bo displayed until 
copies of such subsequent accounts are available. 

33. Accounting' provisions of this Aot notret rospectlve. Nothing 
in this Act shall apply to the preparation of accounts by a l>auking 
company and the audit and sabmissum thereof in re^pecfc of any ac(*onn- 
ting year which has expired prior to the commencement of thi*^ Act^ and 
notwithstanding the other provisions of this Act, such ac(*ountB shall be 
prepared audiied and submitted in flc<*ordan<*e with the law in force 
immediately before the commencement of this Act. 

84. Inspection. — (1) Notwithstanding anything to the contrary 
contained in section 138 of the Indian (kimpanies Aoi, 1913 (Vll of 1913), 
the Iteserve Bank at any time may, and on boing directed so to do by 
the Central (loverninent flbal), cause an ins^rection to b<4 made by one or 
more of its offic«^rs of any banking coin puny and its books and aecoanis; 
and the Lleserve Bank shall supply to the banking tmmpany a coyiy of 
its report on such inspection. 

(fi) It shall be the didy of every director or other officer of the ban* 
king company to produce to any officer making an inspection under 
snb-sootion (/> all such hooks, accounts and other documents in his custody 
or power and to furnish him with any statements and informatdon rela- 
tiog to the affairs of the banking company as the said officer may 
ra^uixa cf him witUn snob time as the said officer may specify. 
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Any perflon inakiiig aa inspeotion under snb-seelion (i) may 
examine on oath any director or other offloepr of the banking company 
in relation to itn bnfliness, and may adminiiter an oath aoeordingly. 

{4) The Re«erTe Rank shall, if it has been direoted by the Central 
Oorernmeni to cause an inspection to l>e made, and may in any other 
case, report to the ('eiitral Governmeut on any inspection made under 
this section, and the Oeniral Qorernment, if it is of opinion after con¬ 
sidering the leport ibat the ail airs of the banking company are being 
conducted to the detnnient of the interest of its depositors, may gire 
the banking company an opportunity of making a representation in 
connection with the leport, and may, whether or not it gives the banking 
company snch oppoitnniiy as aforesaid, by order in writing— 

(a) prohibit the banking company from receiving fresh deposits ; 

(b) dire(*t the Reserve Bank to apply under section 37 for the 
winding u]> of the banking company : 

Provided thit the Central toveTiiroent, may defer for a period not 
exceeding su months the pushing of an ordei uniler this &aub-sectiou, or 
cancel or modify any snch older, upon snob terms and conditions as it 
may think At to irapo-c. 

(/f) Tlie (^entral Government may, after giving reasonable notice to 
the banking company, publish the report sabinitted by the Besorve Bank 
or such ])oihoTi thereof as may appear nec^essaiy. 

35. Further powers and funotlona of Reserve Bank.— (1) The 
Reserve Dank may— 

(a) caution banking companies generally or any particular banking 
company against entertog into any particular transaction or olass of 
transactions, and genoiallv give advice to any banking company ; 

(b) on request ol the coinpaiues com^eiiiod and subject to thn provi¬ 
sions of section 44, assist as intermediary or otherwise, in proposals for 
the amalgamation ol banking companies ; 

(c) give aasistanco to any banking company by moans of the grant 
of a loan oi advance to it under clause (^) of section 18 ol the lioserve 
Bank of India Act. Iil34 (H of 1984); 

(d) after a banking company has been inspected under section 34, 
by order in writing require the company,— 

(t) to call a meeting of its directors for the purpose of oousider- 
ing tnattors arising out of such inspection or of meeting an officer of 
the Reserve Hank to discuss such matter; 
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(ii) bo mske^ within snob bime as may be specified in the order, 
such changes in its management as the Reserve Bank may eonsider 
necessary in consequence of the state of aftairs disclosed by the inspection. 

(3) The Keserve Bank shall make an annual report to the Central 
OoTernment on the trend and progress of banking in the countryi with 
particular reference to its activities under clause (fi) of section 17 of the 
Reserve Bank of India Act, including in such report its sugges¬ 

tions, it any, for the strengthening of banking business throughout 
the country. 

{S) The Reserve Bank shall appoint such at •«ucK places as it 

considers necessary for the scrutiny of the returns, ««tatements and infor¬ 
mation furnished by banking companies undei this Act, and generally 
to ensure the efficient performance of its functions under thi*^ Act. 

PART III 

SisvKN^iON 01 i.isis’lCHs wiMKNii 11 <») Ranking COMI'ANiKS 

36. Supension of business —(/) The (’ourt may on the application 
of a banking company which temporarily nnaldo ti moot its obligations 
make an order (a copy of which it shall cause to bo torwarJod to the Rc'^ervo 
Bank) staying the commencement or (continuance ot all actions and {iro- 
ceedings against the company for a fixed period of time on such terras 
and conditions as it shall think fit and proper, and may from time to 
time extend the period up to a total peri(»d not e\c*'e<ling six mouths in all. 

(p) No such application bliall be inaintainabJe unles- ii is accom¬ 
panied by a report of the Reserve Bank indicating that in the opinion 
of the Reserve Bank the banking company will be able to pay its debts 
if the application is granted : 

Provided that the Vomt may, for sufficient reasons, giant relief under 
this section even if the application is not accompanied by such report. 

37. Winding up by Court —(7) Withoot prejudice to the provi¬ 
sions (contained in section 162 or section 271 ot the Indian CompanioB 
Act, 1918 (Vll of liilS), and without prejudice to its powers under section 
36, the Court shall ord^r the winding up of a banking company if it is 
unable to (ay its debts and the Court shall also order the winding up of 
a banking company if the Reserve Bank applies in this behalf to the Court 

{3) The Reserve Bank may make an application und(u‘ this section 
only if it is directed so to do by order under clause (ft) of sub-section 
(.j) of section 34. or if the banking company has failed to comply within 
due time with the demand contained in a notice under sub-aeotion 
(5>o« Icelion 46. 
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(S) Without prejudice to tho provisions contained in i*eotion 163 of 
fbe Indian Companies Act, 1918, a banking company <4hall be deemed 
to be unable to pay its debts if it has refused to meet any jawful demand 
for payment made at any of its offices or braneheb within two working 
days If such demand is made at a place where there is a*! office, branch 
or agency of the Keseive Rank, or within hve woiking days i£ such 
demand is made elsewhere, and it Rsb(rve r>ank rortitiMS in writing 
that the banking company i** unable to pay its dobN. 

A c'opy of every applica^on by the Ke-erve Rank under buh- 
secliou (J) sh'ill be sent by the |{pperv« Rink to the Registrar. 

38 Reserve Bank to beofflonlliqu:dator.“-Notwihstanding.iny- 
tbiDg to the oontiiiry contained in ^eil 10 ]l 17/ of the Indian Coni])anies 
Act, 1913 (VII ol 1913), the Ue^tlve Rank be apjointed a& the 
official liquidator in all piocc tdingh MumnHiiced alter the (\piTy of two 
\iars iiom tie <ommememeni of thi' Aet lor the winding up by the 
Court ot a banking company. 

39. Stay of proueoelmgs—NotNMth-taudm^ anything to the cont¬ 
rary contained m section I7i ot the Indian Companies Act, 1913 (VII 
of 1918), the Coiiit shall not make any oidct staying the proceedings in 
relation to the winding up ot a banking company, unless’ the t ourl h 
satihiicd that an arisiugcment has beiii made whereby the company cun 
]>ay its dofio^ilois in full ns their oliiiins aeorne 

40. Report of IiquldHtor.—Notwrhstanding aii\thing to the contrary 
eontaioed in seciion I77R oi the fudian CoTnp.iiie> Act, 11)18 (VII of 
1913), where a winding up oid<r i^* made in iesjK*ct f»i a banking com¬ 
pany, the official liquidator shall iibmit a p^liniioary repoit iothct'oiirt 
within two months trom the date of th(’ oidci giving the intorniition 
required hy that section so fai as it is available to him, to enable the 
Court to ordci the paymoiii ol a piolitmnaiy dividend it sufficient assets 
are available. 

41. Power to dispense with moeliners of creditors etc --Not¬ 
withstanding anything to the coniiaiy contained m *>cctiniis 178A and 
188 of the Indian (kimpames Act, 1P13 (VII of 1913), the (*ourt may in 
the proceedings lor wii.dmg up a banking company dispense with any 
meetings of creditors or eontrffiiitorips or with the appointment of a 
committee ot iu'^poction ii it 000 *^ 1*101 that no objc i will be secured 
thereby sufficient to Justify tho delay aud expense. 

42. Booked depositors' credits to be deemed proved.—- Not- 
wiihstftndiiig anything to the c^ontrary contained in Hcction 191 of the 
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lodiui CoQipftniefl Act, 1918 (VII of 1912)), the Court aholl preKumethat 
the aDMiUDts shown in (he baok^ of a bin king company as standing to 
the oiedit of depositors are prored withont requiring further proof from 
the depoaitOT^ concorred unle^^s the official liquidator shows that there 
is reason for doubting any parti<*ular entry 

43. Restidotion on voluntary winding up—Notwiihstai din;*: any¬ 
thing to the Oontiary containcil in section 20^ of the Indian Company 
Act, 191,1 (VII of 1918), no banking company which holds a licence 
granted uinlei '•ection Ji may lie Toliinlaiily wound up iinle^^ thoKeserve 
Bank certifieh in wilting that the rompany is able to pa} in lull nil its 
debts to its creditors as they acciue, and without prejudice to the pro 
Tisions contained m section«( 21^ 220 of that Act, t) e Court shall, 

on the application of t^e Rcseive Bank, order the winding up of the 
company by the Lourt if at any stage dunng the yoluntary winding up 
pro<*eedings the company is not able to meo ■^uch debts as they aceriiP. 

44 Restriotlon on amalgamatiou, etc.—^otwlthstandmg anything 
contained m any law lor the tuiio l»eing in force,— 

(а) no Conit shall enteitain an application foi sanctioning a oom]>* 
roniise oi arianginiMit between a banking company and its creditois or 
any c)as«» of them or hetwoin •aiich company and it® members or any 
class oi ilif'm unless the ap]duation made in rnsped thfroof i** accompa* 
mod b} a repoit of the lutseive Bank ceibifymg that such compromise or 
arraugenunt i^ in the interests of the dopo-itor* of smh comp my, and 

(б) no banking company shaLt enter into any agieoinent or arrange¬ 
ment lor, OI he a party to, any scheme Itn thi amalgamation of *)uch 
coinp'iiiy With any othei banking <oni|)aiM without the preyions sanction 
in wntiiii; *>f the Be eiy< Bank 
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45. Penalties —(i) \N hoover in any lotuin, balance »heet oi other 
documoui lequiied hy or und<i or for the purposes of au} provision of 
\h\^ Act, wilfally makes a statement false in any material fiarticular, 
knowing it to be false, or wiltnlly omits to make a material statement, 
shall be punishable with imprisonment for a term which may extend to 
three years and shall also be liable to fine. 

01) If any person fails to produce any book, account or other doon- 
inenb oi to furnish any statomentor information which under sub-section 
(j) of section 31 it is his duty to produce or inrnisb or to answer any 
question j elating to the business of a banking company which he is^Mked 
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wtk offioer making an inspection under that section^ he shall be lia¬ 
ble to a fine which may extend to five hundred rupees in lespect of each 
oflfenoe^ and if he parsi^its in such lefosal, to a further fine which may 
extend to fifty lupees foi eveiy day during which ihe ofC( nee continues* 

(^) 11 any deposits aie rei*eivtid by a hanking coin{>any in contra¬ 
vention ot an Older under clause (a) of suh-gection (^) of srction 84 every 
director or other offieei of the banking company^ unless ho ptoves that 
the eontravention took place without hif^ knowledge oi that lu' e\cieised 
all due diligence to pievout it, 4iall Ue deemed to btf ^iuilty of such 
contravention and shall lie punislmhle vMbh a fine which iniy ex (end to 
twice the amount ol the defxisits so leceived. 

(^) If any other provision of this Act m contravened, oi li an> de- 
lault IS made in complying with any re 4.111 ement of 01 m.ule nndci this 
Act every director and oihei ofiicor ol the banking toinpany who is 
knowingly a paity to the <oniiavention or default ^hall Id ])un]shuble 
with a fine not exceeding five hundnd inpeeSf itid whert3 fch contravo* 
ntion or default a lontiniiiiig oni niLh i further hot nrt exceeding 
lifty iiipees for eveiy day during winch it lOiitinues. 

(5) Without ]ueiu(lice to the provisions ol sub-section (i), if any 
banking company fails to compl} with the provisions of section 23 or 
sedition 21, the Ueserve Bank ^hall by notioe in wilting make a demand 
on the lianking company to comply with the said provisions within thirty 
days from the receipt oi tl e noiice, and if tlie banking company fails so 
bo do, the llestrve Bank nnv a]>p!y uudei section 87 loi tne winding up 
of the banking company 

46. Cognizance oi* offences.— No eouri shall take conguixanc^e of 
any offence punishable under section 45 except upon com plaint in wilting 
made by an officei uf the Receive Bank generally or specially authori¬ 
sed m writing in thii. bchall by tbeResorye Bank, and no (yourt mteiior 
to that of a Presidency Magistiateoi .1 Magistrate of the first class shall 
try any such offence 

47. Applioatlon ol fines — A Comt imiKi-ing any line iindei this 
Act may duect that the whole or .luy pait theiooi shall be applied in 
or towards payment of the costs of the proctedings, or in 01 towards 
the rewarding ot the person on whose infoiination the fine is recovered 

48. Special provisions for private banking oompanies —The 
exem[itions, whether expiess or iin)ilied, 111 favom of a private company 
in aections 17, 77, 88 B, b 6 H, 91£, and 91D, and sub-section (5 of section 
144 of the Indian Companies Act, 1918 (YII of 1913), shall not ojierate 
in favour of a private company which is a banking eomiwy, 
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49. Oertaln olaims ibr ocaapensation harred.---No persoa shall 
have any right whether in contiact or otherwise to any compensation for 
any loss incurred by reason of the operation of any proTision of sections 
11 and 16 or by reason ot the ooinplitince of a banking company with 
any order gi^en to it under sub-clause (si) of clause (if) of 8ub*section 
(Jf) of section ^>5. 

50. Bankine: companies incorporated in certain acceding 
States. —T1 e Central ^ lovernroeiit on being satisfied that any acceding State 
has enacted a law satisfying the pre'4cr]hod conditions may, by notification 
in the official Qazettt, de(*lare tint this section nhall apply to that State, 
and thereupon a banking company incorporated m that State and carrying 
on business in any Province of India shall have the same rights and 
obIig<itioDs under ibis Act as Li it were incorporated lu a Province 
of India. 

51. Application of certain provisions to the Imperial Bank of 
India. —Wit\out prejudice to the piovisionn of the Impel ial Dank of 
India Act, 1920 (XLVIl of 1920), the provisions of sections 11, l.» to 17, 
19^ 20, 22 to ;i0, 33, 34, 36 to 47, 49 and 51 ^hall so far as miy be 
applied to and in relation to the lm))erial Bank of India as they apply 
to and in relation to other banking companies 

62. Power oj’ Central Government to make rules, -(i) The 
(^entral Government may after consultation with the lleseive Bank make 
rules not incousi«-f< nt with this Act to provide for all mattei> for which 
provihion is uec*eMMary or expeilient foi ^hc purpose of giving effect to 
the provisions of this Act. 

(£) In partuMilar^ and without piejudice to the generality of the fore¬ 
going power, ^nch rule^^ may provide tor the details to bo included in the 
returns required by this Act and tbe manner in which snoh returns shall 
he submitted. 

(cT) All rules luiidi under this section shall be published in the official 
Qs'/ette and shall be -object to the condition of ]>reviou8 pnbiication, 
and the date to be specified under clause (9) of section 23 ot the Qon- 
ral Clauses Act, 1897 (X of lb97), shall not be less than six months 
from the date on which the draft of the proposed rales was published: 

Provided that in i expect of the first occasion on which rules are 
made under this section, tbe provisions ot this snb-se<jtion shall be cons¬ 
trued as if for the words six months the words two months were 
snbstitnted. 
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5&. Amendment of section 17, Act H of 1984.— Inpeoticm 17 of 
the Beserve Baok of Indio Aot, 1984, to elsii8e (16A) the following shall 
be added, namelj 

and under the Banking ronipanies Ad, 1948/' 

54. Amendment of section 18, Act 11 of 1934.— To clause (5),of 
section 18 of the Beserve Bank of India Act, 1934, the following shall 
be added, namely:— 

or, when the loan or advance i-* made to a banking company (as 
defined in the Banking Companies Ad, 1948), against siieh other form 
of security as the Bank may consider sulhoienL/* 

56. Amendment of section 42, Act II of 1984.-- For sub-section 
(6) of section 42 of the Reserve i:kink of India Act, 1931, the following 
subsections shall be substituted, namely:-*- 

'\6) The Bank shall, save as hereinaftei provided, by notification in 
in the Oasotfe of 

(a) direct the iuelnsion in the Second Sohodiile of any hank not 
already so iruiluilcd whhdi carries on the business of banking in any Pro¬ 
vince of India and whicli— 

(i/ has a paid-up capital an<i reserve of an aggregate value of not 
less than five lakhs of rupees, and 

(n) satisfies the Bank that its affairs are not hoiog couclucted in a 
manner tloiiimentai to the interests of its depositors, aud 

(m) is a coaipanv ah defined in clause (&) of section 2 of the Indian 
(iompaiiy Aet, l9r/», oi a eorpoiatioii or a cotn])Bny incorporatetl by or 
under any law in force lu any place outside thtt Provinoes of India : 
(6) direct the excluhion from that Schodule of any scheduled bank,— 

(i) the aggregate value of whose paid-up capital and reserves l>eoomes 
at any time le«>s than five lakhs of rupees, or 

(it) which is, in ihe opinion of the Bank after making an inspoo- 
iion under section 81 of the Barking t'ornf^anies Act, 1918, conducting 
its affairs t(» the dtdniiumt <»f the interests of its depositors, or 

(tit) which g«>es into Uqnidatiou oi otherwise ceases to c>anry on 
banking business: 

Provided that the Bank may on application of the sohodnled bank 
concerned and subject to such conditions, if any, as it may impose, defer 
the making of a direi^tion nndor sub-olause (i) or sub-clause (it) of clause 
(b) for such period as the Bank considers reasonable to give the schedu¬ 
led bank an opportunity ot Increasing the aggregate value of its paid-up 
capital and roservo'* to not less than five lakhs of rupees or, ad the ease 
may be, of removing the defects in the conduct of its affairs} 
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(c) alftfyr the desoripticm in that Sohednte whenever any Boheduled 
bank changes its name. 

(9) In snb-Bection (6) the expression 'value* means the real or exoha* 
Dgeahle value and not the nominal value which may he shown in t^ie 
books of hank concerned; and if any dispute arises in computing the 

aggregate value of the paid-up capital and reserves of a bank, a deter¬ 
mination thoreol by the Bank shall be final for (ho pnr]io*je8 of that sub* 
section.'’ 

66. Repeals. —(i) All the provisions contained in Part of the 
Indian Companies Act, 1913 (VII of 191«>i, aro hereby repealed. 

(1^) The Banking ( oinpames (In^pi^olion) Orihnance, 194G (IV of 
1946), the Banking Companioh (Hestriot^on ot Branches) Act, 1946 (XXVII 
of 1946) and the UeserveBank ol India (Temporaiy Ameiulrueni) Ordinance, 
1947 (XIX of 1947) ar»' hereby repealed 

THE SCIIEUI LE 


(See section 2b) 
bORM A 


U»Kv BVIANCB-BilKKl* 


(lAPJTAL AN1» LIABiLiriT- 

BSAr. US.A.I. 

CAPITA! (a)— 

Antbori^ed Capital.Shniei 

of Ks.each 

I*4HUod Capital...Share'-* of 

Rs.ea(*b 

Subpcrihed Ca]>ital....Sharen 

of Us.each . . . 

Amount called ii]i .it Us. 

per shun .... 

Ueiis calls unpaid 
Add forfeited shares. 


BBBKBruroNn (h) , 

UBPOhlTS AKD OTHEB ACOOUKXS 


IHOPBRTV AMD A^BXTS 

BSA.l. liSA.V. 

CAMi : 

In hand and with Resoive 
Bank (including foreign 
currently noteb . 

Balan<*e with otliei Banks 
(showing whether on do- 
p(»6it oi cm rent account): 

(^i)in the Provinces of India 
(ii) outride the Provinces 

of India ■ ■ 

MOKEr Al OAH AMD 8 UOK 1 
NCyj'lCE 

HlILS DISCOUMTSD (fi) 

(Otlier than Treasury Bills 
of the Central and Provin¬ 
cial Ckivernments) 

(i) Payable in any Province 
of India 


^Rtfermees to the Provinote of India Bhall be eomtrued as includmg 
r ef erenee to the aoeeding Steles to which the Banking Ocn^^aniec Aet^ IP4S, 
for the Um hdng eastende. 
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CAmXh A!ri> LUBUITXES 

US. A. r. B6. A. r. 


Fixed Deposilg . . . . 

jSfttings Bank Deposits 
Current Accounts and (Jontin- 
gency (unadjusted) accounts 


Borrowings from other Banks, 
Agents, etc. 

(i) in the IVoviiices of India. 
(Ai) outside tlio Provinces of 

India 


l^articulars: 

(A)Sef!ured (stating the nature 
of security) , • • . 

(it) Unsecured . • , . 

Bills payahio. 

Bills for collection being hills 
receivable as per of^ntra: 


(i) payable in any Provinces of 
India. 

(it) payable outside the Fro< 
vinces of India 


S4^ 


rBOrBBTV AKD A48XTS 

Es. A.P. 11S.A. P. 

(u) Payable outside the 
Provinces of India. 

investments (stating mode 
of valuation, cost 

or market value) whichever 
is lower (f) 

(i) < mvernment of India 
and Trustee securities 
including Treasury Bills 
of Government of India 
and Provincial (fovern- 

ments. 

(it) shares (classiiying into 
prefe rence, ord ioary, de¬ 
ferred and other classes 
of shares and showing 
separately shares fully 

paid up and partly 
paid up) ..." 

(Hi) Debentures or Bonds . 
ft?’) Other in vestments (to 
bt! cl'issificd under pro- 
|ier heads) 

(v) l:lold. 

LOANS, AD V A NCBs, CASH 

CBEDITH AND OVERDBAKTS 
(other than bad and doubt¬ 
ful debts for which provi¬ 
sion has been itiade to the 
satisfaction of the auditors). 

(i) in the Provinces of India 

(u) outside tlie Provinoes of 
India. 


Other Liabilities (to be speci¬ 
fied) fe) 


Particulars: 

(i) Debts considered good in 
respect of which the bank 
is fully secured . • . 
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OAFITAL AND LTABILITIIn 

B8. A. r. El. A. i\ 
Acceptauoefl, endorsements and 
otlier obligations jmr eontra 


pnoriT AND liOlS: 

Balance as pei previous* 
Balance-sheet 

Zees appropriation tbereoi . 
Balance brouglit forwaul . 
Fiofifc since last Balance sheet 

CONTINGENT LIAB1L1TIT8 (d) 


FBoPBBrY AND Asaniv 

A. r. 

(h) Debts considered good 
for which the bank holds 
no other secarity than the 
debtors peisonal secarity. 

(Ht) Debts considered good« 

-t Gtired by the personal 
liabilities ot one oi more 
parties in addition to the 
l^eisonal S( entity o( the 
debtor'- . ... 

(«) D<d>ts coM'^ideiod doubi- 
hil 01 bid not pjovided for 

(v) Debts due by directors 
oi olticeis of the bank ot 
any oi them eithei '-evera 

lly or ]ointly with any 
other persons 

(?*!.) Debts clue b\ comp'imes 
or tiriiiH m whieh the 
diieetors of the bank 
are inlertsled direc¬ 
tors, ])artDers or mauagi- 
or, in (he case 
oC pnvato eoinpamrs, as 
memboi ^ • 

{mi) Maximum total amount 
of loans, iii(*IudlD,jL tem- 
poraty advancen made at 
any time during the year 
to directoi s oi managers 
or otfi<-*rs of thfi com¬ 
pany, 

legist) Maximum total amount 
ot loans, including tem¬ 
porary advances granted 
during the year to the 
companies or firms in 
which the directoi 8 oi 
the bank are interested 
as direoton-^ partnere 
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or managing agents oi, 
in the oE pnvate 

oompaDieF^ a*> members 
(d^) Hue liom liaiikF 

Billg to I oolleotion l^oing 
bill- leceivable iib jwr 
ef»ntra. 

( % ) payable in ,iiiy Biovinr<^ 
of India 

tu) payable outbide tbe 
ProTjnee^ oi India 

Ai oeplane es, oiidors4*iiipn 
ti4 and othei obligations 
^>er contra 

i'lomiFffi les- dopreria^ 
lion {4j) 

Fiirnil-uio anel h^tnres 
loss depreciation (r/) 

Oihei assets mclndiDti 
^ilvei (to be speciiied) (A) 

N Mf-bankmg awls a^qn 
jnd in «>atiFlar tion of 
claimn (slating mode of 
Taliiation) (t) 
pit>i IT wn i4*>sa 

IOI41 

NOTES 

(a) i apitai — 

(t) The TariouB olasbe^ ol capita^ n any, sbould be disimgawhed. 

(w) Shares issued as fully paid-up puisuant to any contract with¬ 
out payments being lecoived in cibh '^bouM bo stated hopaTately, 

(til) Where oircuuDblanoeb peiuiil, issued and subgiiibed capital and 
amount called up may be shown a** one item, eg, IsKued and Siibsciibed 
Capital.Shares of Rs.paid np. 
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(iv) In the oa«6 of banking companies ineoi-porated outside India, 
the amount of deposit kept with the lieserve llank of India under suh- 
aection (S) f»f section 12 of the Banking Companies Act, 1948, should 
be shown under this head; the amount however should not be extended 
to the outer column. 

(b) The receive lond maiiitalned by s»‘rtioii 1 oi the said Act should 
b(' shown separately. 

(c) Under this heading are to be niohided sncjh iteiu« as the follo¬ 
wing, to be shown under separate hea^lin^ suitably «lescribed : pen-ion 
of insurance iurds, unclaimed dividends, advanoe payment*' and iiuexpirod 
discount^, liabilities to subsidiary comnanieH and any other liabilities 

id) Tbe^'O sluiuid be clas<-ified undei the followmpi cateuoiies — 

(t) Claiinh against the banking *M»nipaii} not acknowle » debts, 

(ii) Money loi whu*h the hunk is eoiihngoiitly liable showing separa¬ 
tely the amount of au\ guaiarifeo given by the banking ooin]»any on 
behalf of diiectors oi oflicer«>. 

(Hi) Arrears of curntilatlvo prebueno^' rlivid4md- 

{%v) liiability on Bills of Kx^haiigo rediscoiintc^d 

00 Liability on a^voiint oi ont**taiKiing Foiwarrl Kxehiiuge Oontiai'ts 

(e) Paitioiilaif as uudei lioans. \dyancesi, Cash Oedits and 
Overdiafl'n'' are to bnshuwn iiudei this heading 

</) Wi oie an'^ other mode of valuation is adopted it ^hall be clearly 
statefl, and the markot raliio shall be giygn. Where theie h no market 
value, it is to ho cleatly so staterl 

{ff) Rank firemises wholly or partly occupied for the purp<t*^es ol 
business should be shown against ** Premises less depreciation. ’* In the 
case of fixed ca{>ita] expenditnn*, the original cosl, and additions thereto 
and deductions therefrom duiiug the year slionld be stated, as also the 
total depreciation wiitien oil. Where sum' have been written off on a 
reduction of capital oi revaluation of asset**, every balance-sheet aftei- the 
first balnnc.-dheet subsequent to tbe reduction or revaluation should show 
the reduced figures with the date and amount of the reduction made. 
Furniture fixtures and other asset*! which have been completely written oft 
need not be shown in the balance-sheet. 
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(A) 0iidei this heading mty b&mcliu)6d snoh items as the folio wing^ 
which must be showa under headings* aniiably described 5 preUmiQsry^ for¬ 
mation and organic*ation 6\ )enseB, devehrpment expenditure, conimis^ion 
and biokerage, shaies, iiiteic^ accrued on luvestinenis bnt not collected, 
inyesizuents in ^haie^ sub&idiaiy eompiniea and any o^hei assei'4 

(%) Value shown hhall m no cise czcot^d mirkei \aluo 

vom H 
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Profit and Lon Acoountfor tht ytar f»wied 
KXPFADITI RL 


liilHTO-t paifl on dopoMitb 
Salaiich and Allowance8 (showing 
sepat lie ly salarios and allowances 
to managing dll eetoi <i] iijana;£ei ) 
Directors’ Foes and allowances 
Local ('oinnuttec inombms’ tecb 
and allowanoch 
Provident Fund 

Incoine-taa, ('’oj jioratiou tax, or 
piovisioub (horeloi B»»iit, other 
Taxets, Insnraoct, Ligktini, tic 
Law Charges 

Postage, Teiegianis Stamps 
Auditor’^ Fets 

Depieoiaiion and Banks* Property 
Kepairs to Biuk'** Froperlj 
Staticmary, Piinlmg, Vdvcrtise 
ment, etc 

Loss Ironi stile of or dealing with 
non-banking assets 
Other Expenditnie 
Balance of Piofit 


DatHsmber 

IN( OML (L13SS PROVISION 
M\DE DURING YEAR FOR 
BAD AXDDOITBrtUL DEBTS;. 

interohi in I Dist »unl 

( omiiiissioii bange and BroLo- 
rago il&ui*4 

'Iraiisiei fioni «oniiUf^eiK'ies aec'oant 

Pfotit made on sale of liiveRtmeuls, 
gold and mIvii, land, piemi^iri and 
other assets 

Piofits made on revaluation ol in- 
v( htni* Ills, gold and silver, land, and, 
piemi-is and otliei asselh. 

Income iiom non banking iibbet*), 
ind pioht from <iaic of oi dealing 
with such obsels 

Othei leceipts 

Lo^s (il any; . . 


Total 


Total 
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STATBMISNT OF OBJECTS AND REASONS. 

The provibione of law relaliog 1o banking eompanietf at present form 
a enbsidiary portion of the general law applicable to companies and are 
contained in Part SA of the In<lian Cf^mpanics Act, 1913. These proTi-* 
8ion<a, which were first introduced in 1936, and which have undergone 
two subsequent modi(icati«jnB, have pioved inadequate and difBcuU to 
administer. Moreovei while the primary objective of Companies Law is 
to safeguard the interests <»i the stock-holder, that of hanking letdslation 
should be the piotection ot the iiitere{«tR of the depositor. It has theie- 
fore btrn felt for some time ttiat *^|)arat<' l*^gis)atiori was necessary for 
the regiilafiou of banking in India. This need ha>^ become the more 
insistent on acoountoi the consideiable development that has taken piiice 
In recent veais in banking, e8]iei*ially the rapid growtli of banking reso¬ 
urces and of the numl»er ol bank'^ and l)iaiiche<3. Kegard must also be 
had to the fact that the banking system is likely m thc^ })ost-w8r period 
to }h* more vulneiable by reason oi the great expansioii, both quantita¬ 
tively and lelatively, that has taken place in ileiuaud d(qo5xt^ as compd 
red with time deposits, during the wai yeais. The enacdiuexit ot a sepa- 
late comprehensive measuie has in consequence iioM become impeiative. 

2. With this object in view, a Bill to amend the law relating to 
Hanking Oompanicb was introduced in the Legislative Assembl} in Nove¬ 
mber, 1944 and was snbsequeuth cireiilatod foi eliciting public opinion 
tbrouch the Piovincial Governineuts In the ensuing Budget Session ol 
the Asstfmhly t)ie Bill was leteiied t€» a Neleet Committee which was due 
to meet in Octohur, 1946, hut it la]»<td hefoie its <*oiiHideralu>n by the 
Committee A tiesh Bill with ceitain mudiljcations which <ujgge-ted thein- 
selves on consideration oi the opinions and criticisms reoeivod on the 
1914 Bill was introduced in the Legislative Assembly in March 1946 
and was referred to a Select Committej in April 194G. The repoit of the 
Select Committee was pieseiited to tlin Assembly on the 17tb February 
1917. As It wa^» <he original iiitontion oi the Goveriiineut that the Bill 
should he taken up foi dispohal by the Congfitueut \s-enbly ^Legislative) 
in the foiui in winch it omeiged Froin the Select Committee and tliut the 
changes necessitated iii the Bill as a result of the passing of the Indian 
Inde|»en(lenc6 Act, 1947, and other deveIopinnnt.s should be moved in the 
House as separate amendment*^, a motion Lor the continuation of that 
Bill was adopted on the 17tb November 1947. In view however of a 
fairly large number of amendments, Qovernm^ut considered that the pa<* 
Bsage of the measure would be facilitated if tho Bill as reported upon 
by the Select Gommittf*e were withdrawn and a fresh Bill as inoorpo^ 
rating all the amendments were introduced and referred to a Seleot (kih 
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amiUod. The Bill was accordingly withdrawn on the 80th January 1948. 
The preaent Bill is the resnlt of long and detailed consideration by expert 
Committees^ the Re«*<)rTe Bank, Ihe public including the representatives 
of banks, the (iovernment and the Ijegislutnrj. The main fealnres of ihe 
Bill are as follows:— 

(i) A comprehensive definition of 'banking* ho ns to bring within 
the scope of the legislation all inshlutions which receive depisiu, re¬ 
payable on demand ur otherwise, for lending or iuvestment, 

(ii) Trohibiting non-banking com panics from accepting deposits, re¬ 
payable on demand , 

(lii) Prohibition ol hading with a view to eliminating noii-hdiikingiisks ; 

(iv) Prescription ot minimum capital staiidaids, 

(v) Limiting the payment of dividendR, 

(vi) Inclusion in the s<‘ope ol the legislaiion ot lianLs nn^rporated 
ui legisteied outside ibe Piovinces of India; 

(vii) Introduction of a oompiehensive system of licensing ot banks 
and their branches, 

(vni) Piosciipiion of a special foim of balance sheet and conferring 
of powers on the Reserve Bank to call for pciiodical letuins; 

(i\) Inspection of tbe bo<iks and accountp of a bank by the Reserve 
Bank; 

(x) Empowering the Uentral Go\oinin<.nt to lake actiern against lianks 
eondneting their ailairs in a maunei detriiueuUl to the luteiestK of the 
depositors, 

(xi) Provision toi bniigiug the Rcseivo Bunk ot India into closer 
touch with banking (^uinpanies , 

(xii) INovisiou of an expeuditioiis procediae for llquhiatiou ; 

(xiii) Bringing the Iiiipeiial Bank ol India within the purview of 
some of the provisions ot the Bill; 

(xiv) Widening the powers of the Reserve Bank of India so as to 
enable it to come to the aid of banking companies in times oi emergency ; 

(xv) Provision for the extension of the Act to acceding States. 

Brief explauatoiy notes on the seveial clauses are given in tbe an¬ 
nexed notes on clauses. 


Nkw Dbijbi, 

The ISA Marih 1948. 


Jt. K. SHANMDKHAM OUETIT, 
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NOTES ON CLAUSES 

ClauM 1 (i).—The Bill Ih confined to com])anieB carrjing on the 
buhiiiesfi of banking. I( would be inipraoticablo to include within ita 
Bcopo all ingiitutioii'^ and individuals dealing in credit in view of the 
comples ciedit etnicture of the country and the iacttliat money lending 
IS an item ot piovinmil legiMatioti 

Clawe S, —EKCi]»t in uiattieifl jK^rtaining to banking it is desirable 
that the Indian ('oni|iaiiics Act should continue to be npplicabln to ban¬ 
king companies. 

Clauses —It is uunocehsai} to inchidH co-op laiive banks^ which 
arc governed hy syieoiai Lghlation 

Clause 4 —The ob|e(5t underlying tliM clauhc is that m «‘ase« of 
genuine einergenoy, e.g ^ a geucial run on all banks or a run on some 
bank in a pa ticular aiea, Oo\crnm**nt should have ]>owcr to suspend 
the opcintion of the Ait utter Ci»iiBidctlug tho locommemlationH of the 
Iteseive liiiik. The hUhpinbion oi clauhe 128 will, Im nista tee enahlo the 
Reserve Bank to give an advance to ti<lc over a buiiking crisin against 
liquid assets maintained by banks under that clause. 

Clause S (6).—The piesent definition of banking in section 277F of 
the Indian Companies Act gives rise to admmistrativo dilHculties, parti¬ 
cularly 111 lespect of the words ptin^ipal bn^lne8K in detcimining 
whether a company come* within it« «coje. The new delinihoii is intc- 
i)de<i to connect banking delmitely with tu«* acceptance o! dcpjMts from 
the public for the purpose ot lending or investment an \ to bring within 
Its ambit all the banks which accept demand or time depo>iits. 

Clause 6 (w)-^This detines the terms ^se'Mired loan or a<lvanco'and 
'iinseeiirod loan or advance’ 

Clause 6. -Psiscd on sections 277b' ami 277Q 2) of the Lndiari Com¬ 
panies Act^ 1*dl3 

(Xause 7.-"Snh-claii8e (1) is consitlered necessary for the protection 
of the intercuts of llie do})ositois while suh-claus^) (2) embodies in sub¬ 
stance the existing proviso to section 277F ul the Indian Companies 
Act, 1913. 

Clause 8.~\n ordtr to prevent Uie use of demand deposits for long 
term investment or for capital expondiluie, non-banking companies have 
been prohibited from accepting depodt^ repayable on demand. 

Clause 9.—^This is intended to prohibit a hank from engaging dire* 
ctly or indirectly in trading activities and undertaking risks in addition 
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to ortKnary Imnkini* rinks. Certain banks liare found io <ngegd in <iuuh 
activities under the guise of agency business. 

dawc is not intended to prohibii a bank from oondnctijg 

the managem^^nt of industrial concerns or other non-banking Uisets 
which it may have acquired in satisfaction of its claims, provided that 
such assets are disposed of adtlilu ;i period of seven years which may 
be extended up to twelve }ear8 by the Kcseive Bank. 

Claibse 11. —Thi-^ embolies the new ‘•eetjon •2771111 added to the 
Indian Companioa Act, 1913, by the Indian Companies (Amei.dment) 
Act, 1944, &ii])p]emouted by a provision disallowing the om{do} lueiit of 
inaTiaging agents under •^omc othf r name, or ou a salary disproportionate 
to the lesontces of the hank, or of a person wlio is a direactor of any 
other company not hein;.* a subsidiary of the banking company or who 
is engaged in any other business or vocation. 

ClausL 12. —One of the chief dehets o*‘ tlie Indian Itankiug syslcu 
is the weak and viiluciablc caniial stiuctnre of tlio vat iniij Tily ,ir 
banks, as eviiieuec^d by thn fact that during the years 1934—45, no 
less thnn 71^ banking coniponirs were liquidated or wound up, most of 
which i)js^e^‘U'd very potir cajjital r•'^oulCos. Bv»n tho miniimim of Rs. 
60,000 pTO^ciibed by the Indian Companies Act for banks incorporated 
aiior tie 15ih Jannury 1937, is low as compared with many other oonn- 
trics, notwiihslanding the lower standard of wealth of India. xVnother 
d^'fpct in the pN^dit b'liiking sydim is the nn*iL(M*onccui]at)ion of I>an- 
kiag ofhc*"* in a low ciths and towns wlinri'.'i-^ a very Inge number of 
small towns havt n<i banking faciliiios i"’ nail banks with low capital 
havo also a icndincy oi>en brinclus in largor towns wl iidi huvo alie- 
ady t.uthjieut buTikiiig tacibtiov (''ItiuSt* I'^l) -^oeka to nmoJy the.^o 
defecis. In tiie cl banking coujianies mcorporafed oidsidc India, tho 
provisions as regards capital <lo not afford any real protection, honco 
ilio safeguarding provision-* cl sub-c;lau-»e (2), 

Sub-clause (3) follows sectioii ;'77 1(2) of the indjan Companies 
Act supplemented by a provi'^ion tlrat (he voting right-* of any shaiohol- 
dor shall not exceed 10 per <ieDt of the lota] voting rights of all tho 
shareholders. A provision has also been made wlierobv tho Uoserve Bank 
may allow a banking (Oinpany wislung to rui-e its eapilal a ])oriod not 
exceeding two ytars t<» comply with the provisions of clause 12(3) (a). 

ClaVMC Tl)is seeks to impose a limitation on the coiiimi^shm 
payable on the issue of shares by a bank. 

OZause li .—This reproduces section 277J of the Indian Oompanies 

Act, 
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dame 15. —Payment of dividend when capitalized ezpcnpes are out* 
stand mg i'^ against the canons of sound banking, bonce the prohibition. 
In the inteiegts of depositors and of the general public, it is also desira¬ 
ble to fix a statutory maziniiim limit to the rate of dividend that can 
bo paid by new banking companies. 

Clauee IGr ^Thi^ is intended to pievoiii interlocking of directorates 
between hanking companies. 

Clause 17.—This more or less oinbodie** nub-seotious (1) and (2) of 
section 277K ol the Indian (Vnapanios Act. Sub-'^cction (3) of tliat 
seetion bag been omiUed in view of clause :^3 of the Bill which ]irovides 
tor a geniTal leservc. 

Clause 18.—Tills follows section 277L(1) of the Indian Companies 
Act except that tlie prescribed lotuins are to be filed with the Iloservo 
Bank and not the Registrar. 

Snb-Heotion (2) of section 277L, which defines the tc^ims ''demand 
liabilities” and '‘time liabilitie:>'\ bis been icinove.l to clause 6 of 
iho Bill. 

Clause 19 —This clau'^e is intended to prevent bank from carrying 
on trading activities by acijuiring a contiolliiig intoregi in non-bauking 
companies It follows the lines of section 277M of the Indian Companies 
Act with ceitain modifications. Tiie limitation on the amount of Invest¬ 
ment by a banking compaii} in the shares of a iion^banking company 
has been based wjth reference to the «^haio ca]>ital ol the banking com¬ 
pany as well s,^ ol the company whose shares are purchased and the 
percentage 1 as been loduced to 20 per cent. The words ” paid-up ^hare 
capital” have been substituted for the woids "issued share caiutal** us 
the latter tcriii is tome what confusing and is iisid indiscriminately. 

The proviso to section 277M(2) of the Indian (*ompanies Act has been 
omitted as there is no reason why the evem[»tion made in favour of 
old sliare-faoldiiigs should be perpetuated. It is also desirable that ban¬ 
king companies may be allowed by the Keseive Bank a period not 
exceeding two years to bring their share-holding into compliance with 
the provision and that they should be exempted from penalty in case of 
purely inadvertcut and temporary breaches of the provision. 

Olame 20.—Past failures of several banks in India have beon due 
mostly to indisoi iminate advances to directors or their concerns. An abso¬ 
lute and unqualified ban on such transactions would, however, result in 
depriving the lianks of tfie advantage of having on their directorate im- 
portsmt and experienced indnstrial magnates. A check is thererore pres-* 
cribed on advances to directors and their conoerns. 
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Ckm6 21.-^Wli6n the Beacrve Bauk^B original ^'propoaals for an 
Indian Bank Act*’ were circnlatcd in 1940, soggestions were received that 
a syafcem of licensing t(»reign banks doing business in the Proviooes of 
India should be introduced. The Banking Enquiry Committee had also 
recommended that banks should 1>6 required to take out licences from 
the liebcrve Bank, such Ucence*^ lieing granted freely to the existing 
banks (>laiise 21 serLs io introduce a compreheusivo system of licensing 
of banks by the llesorve liank, the giant ol the licence being dependent 
upon the inaiutenance oi a «-alisfac*iory financial condition subject to tbe 
fuither qualification m the case of foreign banks that their country of 
origin does not dibcriuiiuate iii any oiantioi against bank^ registered in 
the piovinco'i of India. 

Clause —Ba^ed on the pi ovisions of sub-sections (i) and (ii) of 
section S of the Banking Goinpaines (Itestriotiou ot Blanches) Act, 1946. 

Clauee 23—This cla*JSo is an aMempt to prescribe by law what has 
already Imen recognised ns sound banking practice, viz,, that a bank 
should keep a reserve of cash and liquid assets to meet its demand 
liabilities. One oi the woist defects of Indian banking is the propensity 
of tile bmallor bauks to overtrade ai the expense oi liquidity and it 
seemb best to insist on ail banks maintaining a reasonably large proper* 
lion (»f their cover Jii the loim of cash or tiustee secuiities as defind in 
the Indian Tiusts Act, excluding immovable pioperly. The proportion 
of 20 ]»ai <‘put IS in accoidance with the a tual practice followed by 
small bauks 

Clause —The tailnic of a bank imorporatod ouWde the Provinces 
of India which had the bulk oi its deposits irom the Provinces but the 
greatei pait of the assets outside the rjovinces has brought out the 
necessity of protecting the inlerestb of dopositois in Indian Provinces by 
requiring such hanks to maintain a reasonable proportion ot their liabi¬ 
lity in the Piovinces oi Indian in the form ol assets in the Provinces. 
Export bills are iimluded in such assets with a view to helping 
Indian expoits. 

(Jlauee £5, —Tho intention in proscribing an annual return of deiH>* 
■its which lemain unclaimed lor JO years is to enable the iieserve Bank 
to have the necessary data for consideration of the question whether 
deposits remaining unclaiiiied foi a piescrilied period should be transferred 
»to Government making it responsible ior meeting any claim which may he 
established in (utnie Similar leturns ai-e called for, in the banking 
legislation of Canada^ and it is provided there that after the lapse of a 
Certain peiiod ot years the deposits will be paid over to Government# 
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CloMe S6. —^Tbe existing retttm unclear socliou 42 oE the Kefletye 
Batik Act applies only to scheduled banks and also omits important 
details like ioTestment. For an adequate control of banking doTelop* 
luent, it is nece^gaiy that the Ke«^erve Bank sliouhl have a full picture 
of the banking situation of the country through pt^iodical returns of 
asset? and liabilities. It is ahso de^^irable in oidrr that the Lleserve 
Bank may bn aide to dischargo its insponsibilities as (he Ooniral Bank 
of the country that it should be authorhed to call for information 
relating to their business from hanks. 

Cfause 27.—It is dtsirabV to anthonse the Ufc*s<‘ivo J»ink to publish 
in a consolidated lorn: the iiiioimation obtained by it niidei clause 'J6 
if it considers snch |ublication in tl o public inteiO'-t. 

Clause 25.—Tl*c Foiiu F, Jail d wn by tlo Iinhau Companies Act 
is meant tor companies in ^en<icii and is not suited to the <«pecial lequi- 
renient of banking coin])auies Man} the smaller birdvs i nblj^^h their 
Italance sheets in different anl ihorc is no uniformity of pro^onta- 

tion. Tito hank-> aho r*L)S^ theii books on diHirint date-, making it 
difHcnltto havea pictnie of the banking situation ol Lite country as on a 
particular date. The Central fhuking loquiiy Comniitlee, \iluoh con-idt- 
red Ibis question in detail, recommondod a separate form for banking 
companies. As regard^ banks incoipoiated outside the Provinces of India, 
there is no provision m the ConqiaDies Act for the | ublication of separate 
balauce sheets ol tluir Indian buMmss. In (oims \ a^d B of the 
Scheduk to the Banking Coinpiiues Bilk an itU m] t has been made 
to provide a ioim oi balance slieet and proii^ and lo ^ account specially 
suitable for banking conipaiiies. 

Clause J9 .—This piovidis foi idio an lit ot the-taoMuoiit pr«>scribod 
under clause 28 

Clause 30 —At pro>eub, some of iho baukh publish their balance 
sheets aftei a cousideiablo period iroiu the dat ^ to vih ch they relato so 
that the po->ition oi the banks lemaiiis unknown tor an imduly long 
period The clause iom4<liei> this defect 

(^lause 31 .—This n based on section 17 of the Insuriinco Act, 1938. 

VUmse 3SS. —Theio is no provision in the In Inn (*ompanies Act for 
the publication of balance -<110018 by banking compauins in< orporated out¬ 
side the Provinces of India siniilar to that contained in soction 136 
appliciMo to (M^mpan ('B inoorpotalocl in the l'iovini:e>> ot India. This 
olanae providtB for uuiforoiity of treatoaent as regardti the publication 
of balance aheets. 
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OZauM A9—This provides tor the period of iiansition and follows 
section 17A of the Insurance Aob^ 1938. 

CZause 5^.—The opinions received on the Reserve Bank’s ^^Proposals 
for an Indian Bank Act” circulated in 1940 revealed that public opinion 
was generally in favour of ibo inspeotiou of banks by (Government of 
Uie Reserve Rank. In view of this and m the light of the ozperionoe 
gained by the R.eserve Bank in connection wiUi the insf>€*rtion of banks 
for the purfogc of soclion 42 (6) of the Reserve Hiiik Act, provision has 
been made for the iiispectiun of a bank's books by the Roservo Bank 
on its own initiative or at th'i iiHtauca of the Cential Goveinment. 
Sub-clause (1) g.Tieially follows ihe lines of section 3 of the Banking 
Companie«« (Inspection) Oivlinauee, I9t6 and snb-clauHes (2) and (3) make 
necessary provi-ion foi seoiniug rl at the dii ctois and otlicers of the 
bank furnish aM infoinniion and doeuiiionts letjuHito for a proper iaves- 
tigatiou of its atfaiif. ^iib-Olausos (4) and enuiiierato thn corrective 
itieasines whii h tlio CVntral Governmont may iakc 

(^lame rA7—Thin cluist out fuitlioi duties and fuiirLims of the 
Retoivo r».iQk in its relations with banking couceins and empowers the 
Koseive Bank to have full information about the working of hanks and 
to have tho authoniy to be aide to lendei timely and adequate help when 
necofisaiy. A piovision has also been made for an annual review by the 
Reserve Bank on the piogrcb^ of banking throughout tho country 

('Zaase 30 This chusc is a modification of section 277N of the Indian 
Companies Aot^ the of moiaiornim having been limited to si\ months. 

It is the iiitcutimi thai the leport undei siib-clausc (2) sliould he sub¬ 
mitted by the Reserve Bank. 

Ckmee /??.—The pi<»visioiiH of the Indian Company Act in re8i>ect of 
li(|uidation do noi sumh to be '^nilahle for banking companies. A bank’s 
biisinehs is conducted on an ovci tlie-ooniiUT laihis and it is iinporlant 
that euncnt accounts should he withdrawable at any time ami drafts etc. 
should be boiimned on pusontafiou, otlerwrise great business dislocation 
is likely to result A ]»roviMon has, theiefore been made under this clause 
for the winding up ol a l^anking coinpiiD} if it lelu^'es to meet a lawful 
demand for payment at one ol its othces or blanches within two working 
days, if such demand is made at a place where there is an ofhee oi 
branch or agency of fhc lleserNe Biuk, or within five working days, 
elsewhere. Tho clausn a’so authorises the Uosorve Bank to apply for the 
liquidation of a banking company if it appears from the result of an 
inspection made undei clause 34 that its afiairs are being conducted to 
tho detritnoni of the interasls of its depositors. 



fiMolttsg Oompanles Aat,IMO. t 

ClavM S8. Experience has ihown tbafe the coat of liquidation procee¬ 
dings uadei the Indian Oompanies Act ia high. It has, therefore, been 
provided in this clause that after the expiry of two years from the 
commencement of the Act the Reserve Bank should be empowered to 
carry out liquidations so that nnueees^aiy expense and delay in liquida¬ 
tion proceeding may be avoided, and that the assets may be realised as 
8]jeedilj and cheaply as possible in the interests of the creditors. 

Clause S9 ,—This limits the powei of the Couit to stay ptoceedings 
to cases in which li is satisfied that the depositors can be paid in fall. 

Olaute —The period prescribed under section 177B of the Indian 
C'ompanie'4 Act for the submission of a pioliminary leport by the oibeial 
liquidator is too long m the ca^e of a banking company and the clause 
is intended io lemedy this defect. 

Clause the case ot a banking company, lapidityin liquidation 

is essential if the as^^ets are not to grow cold or to Ik dissipated. The 
provisions for calling meetings ot (creditors to discuss anangements or 
to appoint an advisoiy coiumilteo to woik with the of&oial bquidator 
should, therefore, be rescinded in the case oi banking coinpanKb unless 
the (/ourt considers that this should be done. 

ClauBB 42. —This simydifics the tormalitics for depositois proving their 
debU. 

Vjlavse 4S. —It has been Lound that banking ootnpanies in a shaky 
condition take advantage oi the voluntary winding up pioceedings or 
manipulate such proceedings to the disadvantage of the depositors who 
aie a scatteiod body and are unlikely to take conceited action. The 
clause is intended to ])reveiit such abuses by a banking company which 
hold*^ a licence giautod under edauso 21. 

Clause 4 ^—It i*' intembd that (Wits hhoiild disallow an application 
proposing a scheme ot aiiaiigc meiit 01 compiomi'^v} unless the lieserve 
liauk certiiies that such a schoiiio oi arrazigoment 01 compromise is in 
the interests of tbe depositors oi tbe lianking company concerned. The 
clause IS also intended to make amalgamations of banks hubject to the 
approval of the Iteberve Bank so as to ]nevent amalgamations between 
unsound companies. 

Clatiss ^^.-—This provides for penalties 111 tho ovout oi non-compliance 
with the piovisions of the Act. 

Clause; This is based upon «*ection 278 of the Indian Companies 

Act 
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dcvusd ^7.—Thiji is based upon aeotioa 2Y9 of the Indian Companies 

Act. 

Clause 4 ^,—The Indian Companies Act exempts private companies 
from several of its provisions. Some of these have been made applicable 
to private banking companies 

Clause #.9.—^The opention of tho piovisionA contained in clauses 11, 
1C and 35(])(d)(ii) may ubult in an individual losing a perhaps Inora- 
tive appointment. It has, therefore, been made clear that he will have 
no right of action on that ar'count. 

Clause SO —It is intended that wheie tho Act has been extended to 
an acceding State undoi sub-clause (3) of claii'^e I or whoie any ac'*eding 
State enacts & law coiieNponding to this Act, the banks incorporated 
in such acceding State«« should be tieated on the same basis as tho'^e 
ineorpoiah'd in anyPiovince of India. 

CUiuse 51 —Tho oonstitiition ot the Impinal Hjiik of India is legii- 
lated by a separate Act Ilowevei, in certain luatteis not eoveied hy 
that Act the piovi'^ion^ oi this Act have been mule ap]>lipable to Impp- 
!ial Bank of India. 

Clause 59.—This crnpowcis the Central (lovernmont to make legula- 
lions under the Act aitci consultation with tho Hoseive Bank 

Clause S3 ,—This ih a consequential amendment 

Clause 5/—fins einbo<lies the provisions of seetion 2 oi the Reserve 
Bank oi India (Tcmporaiy Amendment) Ordinance, 1947. 

Clauee 6r>. —The expnieiice of the working of section 42(6) of the 
Reserve Bank Act indicates the desiiubiliiy ol amending in the following 
respects. 

(1) The authority io include in or exclude Irom the second sche^lule 
any bank should vest in tho Ueseive Bank lather than the Central 
Governmont, as the former is in the best position, and the latter has 
no independent means of verifying whether the bank satisfies the reqii- 
hements of the section. 

(2) In view of the increa^^ed stains and fhe general impression of 
sonndness created hy the inclusion of a bank in the schedule, a further 
criterion should be added for admission, namely^ that tlie aftairs of the 
bank concerned are not being conducted to the detrimont of the intereshs 
of its depositors and provision should be made for exclusion from the 
schedule if the bmk ceases to '»ati«fy this condition. 

(8) Provision is also necessary for the grant of extension of time to 

33 
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m baak before its oxolosioii to enable it to set its affairs in order wfaeie 
it appesn tliat tbere is a reasonable prospect of an iupromnent in itt 
affUrs during the period. 

(4) It 18 desirable that the BeietTe Bank ehonld be anthorised to 
diange the deocription of the schednie whenever any sohednled bank 
changes its name. 

(.>) The teim 'value' lor the i>ni poses of the section ehould be 
clearly defined as Iho real or exchangeable valne of the capital and 
reserve and not the nominal value as shown in the bank’s hooks and 
provision shou'd also be made foi the settlement of any ihspnte in 
this regaid. 

Tliis clause «ceks to amend section 42 (G) on these lines. 

Clause 66 —Uepealb 



Appendix K 

The Bank of En^and Act, 19-46 

An Act to bring the capital of the Bank of England into public 
owners^hip and bring fche Bank under the public control, to make proviaion 
vith respect to the relations between the Treasury, the Bank oE 
England, and other Banka and for purposes connected with the matters 
aforesaid. (14i;h February 1946). 

Be it enacted by the King’s Most Excolleut Majesty, by and with 
the advice and consent of the Lords Spiritual and Temporal, and 
Commons, in the present Parliament Asaembkd, and by the authority of 
the same as follovrs:— 

1. ( 1 ) On the appointed day— 

(a) The whole of the existing capital stock of iho Bank (herein¬ 
after referred to as Bank stock ’’) shall, by virlne of this Section, be 
transferred, free of all trusts, liabilities and encniiibrances, to such person 
as the Treasury may by order nominate, to bo lield by that person on 
behalf of the Treasury; 

(b) The Treasury shall issue, to tho person who immediately before 
the appointed day is registered in the books of tho Bank as the holder 
of any Bank stock, the equivalent amount of stock created by the 
Treasury for the jmrpose (hereinafter referred to as the Govern¬ 
ment stock”). 

(2) The Government stock shall boar interest at tho rate of 
3% per annum; and tho equivalent amount of Government stock shall, 
in relation to any person, bo taken to be such that the sum payable 
annually by way of interest thereon is equal to the average annaal gross 
dividend declared during the |»erio<l of 20 years immediately preceding the 
31st day of March 1945, ujion the amount of Bank’s stock of which the 
person was the registered holder iinmediately before the appointed day* 

( 8 ) Tho Government stock may be redeemed at par by the Treasury 
on or at any time after the 5th day of April, 1966, after giving not 
less than 3 mouths’ notice in the London Gazette of their intention 
to do so. 

(4) After the appointed day, no dividends on Bank stock sbaU 
^^dedsiied, but in Ueu of any snoh dividends the Bank shall pay to 
911 0 V^\ 6 tli df^y o! A|^l Oetoker, the aiiai illC : 



£00 The Saaking Oompanles 4jot, 1919. [App. lEt 

£ 87^180/*- or 0Qch less or greater enm as may from time to time be 
agreed upon between tlio Treasury and thc^ Bank. 

(5) The lueidenial and snpplemontal proTisions set out in the First 
Schedule to this Act shall have effect with respect to the Government 
Stock and to the eum payable to the Treasury under the last foregoing 
sub-section. 

2. (1) On the appointed day all persons 'who arc^ before 

that day, iiolding office as Governor, Deputy Governor 
Coiiit of or Director oi the Bink shall vaoite tbeii ofhoe, and 

Directors of on and alter that dav there Kiiall h'f a Governor, a 

the Bank. Deputy Govcinor and 16 Directors ol the Bank who shall 
be the Court of Diiectois. 

(2) The Govenioi, Deputy Goveinoi and othi membcis of the 
Court of Diiectois thall he appoiute^l bj Ilib Majesty. 

(3) The piovifioiiB ol the Second Sclipdnle to this Vcl shall h.ivc 
effr)ci ab respects the tenuie of office, qualifications and < inpbyments of 
members oL the court of Directors and uicotings of the Com i 

8. (1) So mnch of any Enactment as limits the duration of the 

Consequential provision Dank as a body corporate shall cease bo 
as to constitution and I ave effect, 
powers of the Bank. 

(2) As irom the appointed day, oveiy member ot the Couit oc 
Directors of the Bank siiall be a member of the said f>ody coiporatc, 
notwithstanding that he holds no Dank stock, and accordingly the 
members of the said body shall be tie mcinbei^ for the time being of 
that Court together with tlie |CTson who for tJic time b iiig holds the 
Bank stock on behali of the Troasuiv. 

(3) As fiom the appointed day Hu Majo'-ty may revoke all or any 
of the provisions of the Chaitcrs of thn Bank except in so far as they 
incoiporate the Bank, and thereafter, subject to the piovisiona of this 
Act) the Bank shall be constituted ami regulated in accordance with so 
much of the said charters as remains uni evoked and such other charters 
as may from time to time be granted by His Majesty and a(*cepted on 
behali of the Bank by the Court of Directors. 

(4) The enactments sot out in the Third Schedule to this Act are 
hereby lepeakd as from the appointed day to tl e extent specified in the 
third column of that Schedule. 
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4. (1) The Treasuiy may from time to time (;i?e such directionB 
to tho fiunk aa, alter consoltation with tho Goyernor 
Trcamry Diiee- ol tho Jjank^ they think ncces&ary in tho public 
tioDs to the Bank, intereet. 
and relations ol 
llio Bank with 
other Iktnkg. 

(2) Subject t(» 8nch direotioii'?, the affairs ol tlie Jtauk shall be 
managed by the Uoinb of Directors in nccorJaiice with sucli provi‘^ionH, 
(if any) in that behalf aa may be contained in any charter of the Bank 
foL the time being in force and b)ela^0 matie thereunder. 

(.i) Tho Bauk^ if tlioj think it necessary in the public in'eiV’st, may 
request inlormntion fiom and make recommendations to bankers, and 
may, it ‘*0 autlioiiscd by the Treasury, issue diioci 10 ns to any banker for 
the ])nipo e ol seeming that edoct is ^ivon to any such icqueat or re- 
coinineiidation— 

Piovided that:— 

(а) No ^uch reque^t or locommendations shall be made with respeot 
to the aftair of any particular cu*^tonier of a banker; and (b) before 
authorising the issu^ ot any such directions the Ticasury shall give the 
Bankci concdnal 01 such person as appeals to them to represent him, 
and oppuitunity ol makitiu repicsentations witli respect thereto. 

(4) If, at any time bcfoie any lecommendations or diieoiions aio 
made or given in writing to a bankei under the last fort going sub-gec- 
tioD, the Treahury certify that il is iiocee^aiy m the public interest that 
the lecommendations 01 liiiections <^honld be kept secret, and the certif¬ 
icate is tiansrailtod to the banker together with the reoommond.itions 
or directions, the loconumiidations or directions shall be deemed for 
the purpose of Soction 2 of the ()flicial Secrets Act, 1911, as amended 
by any subsequent enactment, to lie a document entrusted in confidence 
to the hanker by a peison holding office under Jlis Majesty; and tho 
provisions ol Iho ()fticialS(*ciuts Acts, 1911 to 1939, shall apply accoidingly. 

(5) Save as provided the last foiegoing sub-section, nothing in 
the Ofboial Secret^ Vets, 1911 to 1989, shall apply to any request, reco¬ 
mmendations or directions thado 01 given to a banker under snb-seclion 
3 of this SociioiK 

(б) In this <«ection ezpiession '^hauler” means any such person 
oairying on a banking undertaking as may be declared by the order of 
the Treasury to be a banker for the puropse of this section. 
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(7) Anj order made under the last fongoiog enh-«eeUoa may be 
Taried or revoked by a subseqnoDt order. 

(8) This eeotion shall oome into operation on tho appointed day. 

5. For (he purposes of this Act— 

lnteri>retation. (a) the expresbion "Bank” means the Bank of Bogland; 

(b) The appointed day shall be snob day as the Treasnry may hy 
order appoint, not being latur tlian three months from the date of tho 
passing of this Act. 

6. (Short title) This Act may be cited as 'i'he Bank of England 
Act, 1046. 

SCHEDULES. 

First Sohedule. 

Incidental and eiipph<mciital provisions ns to the (fovcrnuient Stock 
and sums payable by the Bank to the Treasury. 

1. The principle of and ioterost on the Government Stock and any 
expenses incurred in connootion with the issue or redemption thereof, 
shall be charged on and issued out of the Consolidated Fond of the Un> 
ited Kingdom or the growing pro<luee thereof (hereafter in the Scherlule 
referred to as "the (Consolidate i Fund”). 

2. There si all be pid to tho Bank and the Bank of Ireland ont 
of the Consolidated Fund such sums in lespeet of the managemout in 
any financial year of tbo Government StO'-k as may be agreed iii>oa 
between the Treasury and those Banks r isptttively. 

8. The inUrost on tho Government Stork shall be payable on the 
51h day of April and tbo 6tb day of October in each year. 

4. A fell half year’s interest on the Govcinmont Stock shall bo 
payable on whichever of the dates mentioned in tho last foregoing par* 
agraph occurs first after the appointed day, and shall bo deemed to have 
Boerned from day to day dnring the six mouths ]jrcceding that date. 

.1. The interest on the Government Slock shall be paid out of tlie 
permanent annual charge for the National Debt. 

6. Section 47 of tlio Finance Act, 194S (which ompowen tho Tre* 
ainry to make legulations ai respect the transfer and regisiratioo of 
■took and registered bonds of the descriptions specified in part 1 of the 
lltb Sofaedule to that Aot), and any regnlation made thereunder which 
are an force immediately before the appointed day, shall have effect SM 
if tile Govemmeni Stock were inolndad among the stocks mentioned in 
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the said Porfe i and among the sloeks to which the said reguIatioAs apply. 

?• Where immediately before the appointed day any dead person is 
registered in the books of the Bink as the holder or one of the joint 
holders of any Bank sfock» any GoTernmeni block purporting to be issued 
to faim^ or to hlm^ and the other jdnt holders, shall be deemed to be duly 
issued to bis personal represenlative^^or to the suryi^ors of the personal 
repfCBentatives of the last survivor of the joint holder^ as the case 
may be; and, in ihe case of ad minis tratorn^ aswellas in the ca^e of 
eseoutors, this paragraph shall have efleet notwithstanding that there is 
no grant of representation to Ihcni and shall after the appointed Jay. 

8. The Qovernment Stock issued in substitation for any bank stock 
shall be held in the same rights and on the »amo trusts and subject to 
the same powers, firivileges, provisions, charges, restrains and liabilities 
a^ those in, on or subject to which the bank slock wa** held immediately 
before the appoiutod day, and so as to give effect to and not revoke 
any deed, will, order, mandate, notice or other instrument or testament- 
ury or (dber dis|)OsitioQ di<<posiiig of or affecting thc^ Bank stock, and 
ever} such instiument or disposition shall take olfect with reference to 

the whole or a proporlionaie part, as the case may bo, of the snbslitnted 
Government slock. 

9. Trustees, executors and all other holders in any representative 
or fiduciary capacity of any bank stock may hold, dispose of or other¬ 
wise deal witli the Goveruiueut stock issued in substitution therefor in 
all respects they might have held, disposed of or otherwise dealt 
with the Bank Stock. 

10. Paragraphs 3, 4 and 5 of the Second Schedule to the National 
Loans Act, 1939 (which applies certain enactments to securities issued 
under that Act), shall have effect as if referenoes to securities issued 
under that Act included references to the Government Stock. 

11. The Governmeni stock shall be subject to the provisions of the 
National Debt Act, 1870, so far as is consistent with the tenor of this 
Act. 

18. The Treasury may for the purpose of providing any sums reqni 
red by tbem in order to redeem the Government stock in accordance 
with Section 1 of this Act, raise money in any manner in which they 
are.anthorised to raise money under the National Loans Act 1989, and 
any secniities created and issued to raise money nnder this paragraph 
shall be deemed for all purposes to huYo been created and issued under 
hUvb Act. 
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13. Tbo Slims paid by the Bank feo the Xreasury in lien of diTideods 
on Baqk stock shall be paid into the fiscbequer, and issued out of the 
Consolidated Fund at such time as the Treasury may direct, and applied 
by the Treasury to the payment of any interest which would apart from 
this paragraph have fallen to be paid out of the permanent annual cha¬ 
rge for the National Debt. 

14. In charging the profits and gains of the Bank for the purposes 
of Incometax for any year of assessment, the sum paid by the Bank as 
aforesaid in that year shall lie allowed as a deduction. 

Second Schedule 

SUPPLEMENTAL PROVISIONS AS TO OOUII'L' OF DIllEOTOBS. 

1. The term of Oflice of the Government and of the Deputy Governor 
shall be five years. 

2. The term of office of the Directors shall be four yeari>, and four 
of them shall retire each year on tha anniversary of the appointed day,^ 

Provided that, of the directors appointed to take office on the appoi¬ 
nted day, four shall be appointed to hold off^ice until the first anniversary 
of that day and shall then retire four shall be appointed to bold office 
until ibe second anniversary of that day and shall then retire, and four 
shall be appointed to hold office until the third anniversary of that day 
and shall then retire. 

8. A person who has held the office of Governor, Deputy Governor 
or Director shall be eligible for reappointment to that office or for appo< 
inbment to any other of those offices. 

4. A person shall be disqualified for holding the office of Governor, 
Deputy Governor or Director if - 

(a) he is a member of the Commons House of Parliament or a Minister 
of Crown, or a person serving in a Government Department in employ¬ 
ment in respect of which remuneration is payable out of moneys provided 
by Parliament; or 

(b) he is an alien within the meaning of the British Nationality 
and status of Alients Acts, 1914 to 1943; or 

(o) he is snbjeot ^ to any disqualification which may be imposed by 
the eharter of the Bank; 

and a person shall vacate any such office if be becomes subject ip 
any such disqualification. 
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4. Where the office of o Dinotor is TMatei] nnder the leregoing 
pmgnph, or by death or leaignatlon. a person appointod lo fill the 
^*aaiicy shall hold office natil the time when the person ia whoie place 
he was appointed would regularly have retired and shall then retire. 

6. Not more than tour of the Duectois miy bo employed to giTO their 
exclnsire BeiTu>es to tho Hank 

7. Tho loliowing piniisioiib shall have eifeot 04 rt spects any meeting 
of the Couit of Diiedois hold on or after tho appointed <lay hut hefoie 
a chartei making proviuon lor (he lualteis dealt with by this paragraph 
has boon granted <inil accepted under thw Act - 

fa) The mioting may hi called hy the <ioveiiioi oi Deputy (loreinor 
in such maunii .it he may detoitnuie, 

(b) A i]iioru<ii shall coiKist of uoi kss than b diroctori logethei 
with the floveinoi or ilefinty OoTeinii 

(() When a ^tionim is present tie Court may art not withstanding 
that a varan v txis^s among the immheis oi the Court 

'[hard Seh&bUe 
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Appendix L 

The Indian Trust Act II of 1882. 

Sec. 20. Where the trust property consiets of money and cannot be 
applied immediatoly or at an early dale to tho pTir]:)Otes 
Investment o£ o^ the iiust^ the trustee is bound (subject to any 
tiu^t money, direction contained in tho Instrument o[ trust) to invest 
the money of the following ^ecuiities, and on no otlier: — 

(a) In iiroinissory notos, debentures, stock or otlier securities of any 
Provincial Goveinment or of tho Central Oovernment, or of the United 
Kingdom oi Great Britain and Ireland— 

PioTidfd that Kcuiities, both the piinciple where oi and interest 
whereon si all have been fully and nueonditionally guaranteed by any 
such Goveinment, shall be deemed toi the purposes of this clause, to be 
securities lor such (xovernmont : 

(b) In houils, debentures an<l annuities chaigded or secured by the 
Impel ial rarliamonl on the rcventits of India or of the Federation or ot 
any Piovnue.— 

Frovbled that, alter the l*^th day of Fcbriinry 191G, no money shall 
lie invesf<d in any such annuity unles-* a sinking fund has been 
established in connection with such annuity, but nothing in this iroviso 
shall ap]dy to investments made befoie the date aforesaid, 

(bh) In Ii.dia, 3^ slo^k, India 3 ^ stock, India 2J./^ stoi'k or any 
any other capital stock which may at any time hereafter bo if^siiofl by 
the Secretary of State for India in Council undoi the authority of an 
Act of Parliament and charged on the revenue of India (or which may 
ho issued by the Secietaiy of State on behalf of tlic Governor General 
in Council under the provisions oi Part XIll of tie Govtnnmcnt of 
India Act, 1935). 

(c) In stock or debenture ot, <»r '^haics in Uailway or other companies 
the interest whereon hballhave bc*en guaranteed by Iho Secretary of state 
for India in Council or by the Ontral Government or in the Debentures 
o£ the Bombay (Provincial) Co-operative Bank Ltd., the intercpt whereon 
shall have been guarautecd by the Secretary of slate for India in Council 
(or the Provincial Government of Bombay;. 

(d) In dobentui*eB or other securities for money issue 1 under the authority 
of any Act of a Legislature established in Biitish India, by or on behalf 
of any Municipal body. Port Trust or City Improvement Trust in any 
Prosidenoy Town, oi in Rangoon Town, or by or on behalf of tho Trus¬ 
tees of the Port of Karachi. 



Appendix M 

Repealed Sections 277-F to 277-N of the Indian Companies 
Aot 1913 relating to Banking Companies. 

277-F. a M)aiiking company’ means a company wbicli carnes on a*^ its 
]>rincipal Im^^inesB the aoocptii g of depoKits of money 
Definition of on ourren* nceonnt or otherwipe, Fubioct to \vithdiaw- 
lianking com] an} al by cheques dratt or older, notwithstinding thit ifc 
(ngage-s in addition in anyone oi the following toiine 
of business namoly:- 

(1^ the borrowing, rai*^in^ oi taking up ot niomy: the lending or 
adrancing of money either upon or without 6e<*aiity, tlie drawing, acce¬ 
pting, discounting, buying, belling, collecting and dealing in hillg of 
exchange, hoondcoa, promivioiy notes, coupon-^, drafts, bilK of 
lading, railway receipts, warrant-) debentures, cri tificdtes, scrips and 
other instruments, and securities whether transferable oi negotiable or 
not: the granting and issuing of lottois of credit, tiavelJois, cheques and 
circular notes; the buying, ^^elling and dealing in ballion and specie . the 
buying and celling of foreign exchange including foreign bank note**; the 
nequirirg, holding, issuing on commibsion, uudeiwriting and dealing In 
stock, tundh, ^hare*>, debenDtro*-, debenture stofk, bonds, obligalioos and 
seouritusanti investments of all kinds; the purcha*iing and scdling oi bond*, 
Sorii>b or other forms of cecuiities on behalf of constituents or others; 
negotiabtUg of loans and advances, the ricoiviiig of all kin Is of b(»nds, 
fleiip-) 01 valuables ondepo^-it, oi tor safe custody or otherwise, the colle- 
oting and transmitting of inoniy and securities, 

(2) acting as agents for Ooverniucnt) or loial authorities or for any 
other (ler^on or persons; the carrying on ol agency business of any 
descriiibiou oilier than the basiiies-i of a managing agent of a company 
not being a banking company including the powor to act as attorney? 
and to give discharges and receipts; 

(8) contracting for public and private loans and negotiating and 
issuing the same; 

(4) the ptomoliog, effecting, iosoiing, guarantooing, underwriting, 
participating and in managing and carrying out of any issue, public or 
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privibte, of »State. Municipal or otliei loans or of ahaie abock, dulioutnre 
stock ot anv company, ooiporaiion or a^aociabiou and the Icuding <»f mo* 
lioy for i]je ]>urpose of any such isbup, 

(r>) cairying on au<l transacting every kind of guarantee and mdem- 
nity bnsiaehB, 

(6) promoting oi tinaiioing or assistiiiL, in promoting or financing 
any busino^b undertaking oi industiy either existing or new aid devel¬ 
oping 01 foiuiing the same cither ihiough the instrumentality of sjndi* 
raiPH or otlieiwlse; 

(7) acqiii<^ition by purchase, lea^e, exchange, hire oi otheiwi'se of any 
piopeitv iiiiinovablo and any lights oi piiviloges which the company 
may think necessarv oj convenient to a epuro or the acquisition of which 
in tlo (qiinion of thecompan} is likely to laciliiite the iaali*niioii of any 
KCnntjes held by the company or topi<\cnt oi (hmini'>h an} a)>i»rehond- 
ed lo 01 habilitn, 

(^) managing, selling and lealihiug ill piop(Tt\ movable and immovable 
which tiniY come into the pos*e^gion of Iht ooiniHUA in hatislaitiou oi 
pirt ^a^idactiou ul any oi its claims; 

iicquiilng and holding and ^ neialK dealing with any piopeity 
ai.d an) iii,ldj titl) oi mteif'^t m anv pt(>|H.rl;} movable or iiumovablo 
which iiiav lot in part of tho sccurit> loi any loaus oi nd\ince oi which 
ina) bc» coiiicvtod with ain such sicnril), 

(10) nudertaking nn} execuling liusU, 

(11) undertaking the admini^tialion ol estate-^ is cxcM-utoi tiust^»n or 
olheiwjse; 

(12) taking nr uthoiwise acquiiiug and holding bhaiih in any other 
company having ob]ect8 similar to those of the company; 

(13) establisliing and ^n])porting or aiding in tie estibbshmeut and 
support of ashocution<«, institiitious funds, trusts and convonieDcos calculated 
to benefit cmplovces or ex-employecs ot the compan} or the dependents 
or connections rd siicb peison**, giaoting pensions and allowances and 
making payments towards insurance; subscribing to or guarautoeinif 
moneys for charitable or benevolent object or for any e\hibit.on or foi any 
public general or useful object; 

(14) the acquisition, oonstructioop uiaintenaoco and alteration of aajr 
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twildinji or work ueueBsary or ouQTenieiit for Ihe purpoMs of llie company; 

(15) selling, improving, managing, developing^ c.\cliaiigiQg leasing, 
mortgaging, ol or turning into account or oiliervdse dealing wi^h all or 
any [lart of the property and rights of the company; 

(16) acquiring and undertaking the whole or any part of the buKtnesis 
of any person or company, when such business is of a nature enumora 
ted or dei*<*ribed in the section; 

(17) doing all such other things as are incidental or conduoive to 
tho motion or rdvancemeut of ihe bu^ine»>B of the (*ompany. 

Provided that any company which uses as part of the name uudor 
which it carrier on at business the word *'hank** or ^ banking’' shall be 

deemed to be a banking company notwithstanding ihai ihe acceptance of 
deposits or money on current account or otherwise subject to withdrawal 
by cheque, draft or order is not shown to be the principal bii»ines8 of 
the c<»inpany. 

277-'I. (1) No (*onif>au^ forined after tlie coiumoncement of the Indian 
Companios (Amoudniont) A(*t 1D3G, for the purpose of 
Limitation oi carrying on business a« a banking company or which 
activities of bank- uses as pari <d tlie name under which it proposes to 
ing company, carry t»n business the word 'banV,'banker'or ^banking’ 
shall ]>e registered under this Act iinles'* tlm nietnora- 
uduin limits the objecta of the company to the carrying on of the busi¬ 
ness of accepting deposits of money on current aicount or otherwise 
subject to withdrawal l)y cheque, draft or otlierwise along with some or 
all of the forms of business specilied in S 277-K 

(2) No banking company whether moorporatefi in or outside British 
India shall afrer ihe erpiry of two year^ fro n thn conimeuceiiieat of ihe 
said Act cany on any form of business oth^'r than those specified in 
S. 277-F. 

Providtsl that the (.jovcrnor-Qeneial in Council may, by notification 
in the Gazetts of India, specify in addition to the business sot forth in 
clauses (1) to (17) of S. 277-F other forms of business which it may 
be lawful under this section for a banking company to engage in. 

277 II. No banking company shall after enquiry of two years from the 
commencement of the Indian Companies (Amendment) 
Banking company Aot, 16 ;'j 6, employ or be managed by a managing agent 
not to employ other than a banking company for the management oE 
managing agent, the company. 
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a77«HH. No banking cotnpany whether incorporated India 

in or outside British which carries on business in India shall after 
Prohibition of the expiry of tiro years from the cimmenoeinent 

employment of of the Indian Companies (Amendment) Act, 194<i employ 

managing agonts ot be managed by a managing agent oi any per^^on wh- 

and restriction on ose renmneration takes the foim of coinmissiou or a 

ceitain lorms of share in the profits of the company or any peison 

employment having a ('onirict with the company toi its nianag^- 

ment for a pfiiod cxf^ecding live y'^ars at any one 

time. 

Piovidcd that ihe penod ol fivt vear<^ nliall for the purposes of this 
seoUou be computed tioiu the date on which this section eoni^s into 
ioree, 

Pjovided lurther that an^ such contiact may he lenewed or extended 
loi a fnrthet period not ojl edliiij live yefii> at ii time il and *<0 often 
ah Iho dncctoih thinks fit. 

^77-L (1) Notwithstanding au\cbmg contained in s 108 no banking 
Kestiiction on company incoipoiateii undei this Ac* on 01 after the 
ooinmenceinent of loth da) ol .’anuary 1037 shall commence business 
businefes and co- unless shares have been illotted to nn amount siiffi- 
nditionsfoicany- Mfnt to }iohl a sum of at leas! lifty thouhand lupee*^ 
ing on hunineNh ah woiking capital and unlebs as a declaration duty 
by banking com voiified b} an affidavit signed by the directois and 
pniiy^ manager that huch a sum has boon leceived by way of 

|)aid up capital has been field with the Registrar. 

(2) No banking company whethei incoriiorated in or outside B^iti^h 
India on or after the lotli day of Janumy 1937 shall aftei the expiry 
it two years from the ooimneiicement of the Indian Companie& (Amend* 
:ueiit) Act, 1944 carry on business in Ibibihh Indn unless it satisfies the 
Allowing conditions namely:— 

(a) that the subscribed capital of the company is not loss than 
lalf the authorised capital and tho paid up capital is not less than 
lalf the 8ubseril>ed capital; and 

(b) that the capital of the company consists of ordinary shares only 
ir ordinaiy shares and ^uch preferanoe shaies as may have been issued 

tihe commencement of the ludioo Companies (Amendment) Act, 

944 onl^; and 
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(c) that the voting righta of all shareliolders are strictly proportion¬ 
ate to the contribution made by the shareholders to the paid up capital 
of the company. 

277-J. No banking company ohall create auy charge upon any charge 
Prohibition of upon any unpaid capital or the ccni|>any, and any 

charge on unpaid such chaigo «4halJ be invalid, 

capital. 

277-K. (1) Everv banking company shall, after the commenoom'^nt ol the 
lieserve fund. Indian Com]iaQieB (Amendment) Act, 193G, maintain 
a reserve fum! 

(2) Every banking company shall out of the dechirod profit of each 
year aud before auy dividend is declared trBn>^for a sum e(]aivalonl to not 
less than twenty pei coni, of such profit'* to the reserve luud until the 
amount of the said tund i^ equal to the paid up capital. 

(II) A banking company shall invi st the amount ‘'tandiug t(» the 
credit oi its reserve fund in Qovernmoiit securities or in securities ment¬ 
ioned or referred to in S 20 of the Indian Tru-it Act, 1882, or keep 
deposited in a special account to be opened by the com))any for the 
purpo'te in a scheduled hauks as defined in clause (e) of S. (2) oi the 
Reserve Hank ol India Act, 19l''»4: 

Provided that the provision of the ''ub-MKstion shall not apply to a 
banking company incorporated before the commencement of the Indian 
(Jompanies (Amendment) Act, 1936, till after the expiry of two years from 
the commencement of the said Act. 

277~L. (1) Every banking comjiany shall maintain by way of cash 
resei ve in cash a sum equivalent to at least one and a hall iier cent, of 
the time liabilities and lire i>er cent, of the demand liabili- 
(lash, resolve, ties of such company and shall file with the legistrar befoie 
the tenth day of every month a statement of the amount 
so held on the Friday of each week of the preceding month with patti> 
cnlars of tho time and demand liabilities of each such day. 

(2) For the purposes of 'sub-eeotion (1) 'demand liabilities' means 
liabilities which mast be met on demand, and 'time liabilities' means 
liabilities which are not demand liabilitiej. 

(8) Nothing in this section or in S. 277-K shall apply to a sehedulcd 
bank as defined in clause (e) of S. 2 of the liesei-ve Bank of India Ac^ 1984. 
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<4} If default is made in complying with the requirements of S. 277-0, 
S. 2T7-H, 8.277-HH, S. 277-.1, 8.277-1, S. 277-K or S. 277-M or with 
the requirements of this section as to the maintenance of a cash reserve, 
eTery director or other officer of the company who is knowingly and 
wilftiUy a party to the default shall be liable to a iine not exceeding 
five hundred rupees for every day during which the default continnes, and 
if default i<a made in complying with the re<iniremeuts of this section as 
to the filing of the statement referred to in sub-section (i), to a fine not 
exceeding oue hundred rupees for overy day during which the defanlt 
continues. 

277> M. (1) A banking company shall not form or bold shares in any 
subsidiary company except .1 subsidiary company of ils own formed for the 
purpose of iiiidei taking and executing trust-*, undertaking 
Restriction on tre administration of estates, as executor, tiustee or other- 
nature of subs- wise and such other purpof^os set forth iu S 277-1^ as 
idiarycompa- are iu«*idental to the InisinesB of accepting depo^i's of 

nies. money on current account or otherwise 

(2) Save as pioyided in subjection (1) a hanking company shall 
not hold any shares in any company whether as pledgee, mortgagee or 
ab<*ohU6 owner of an amount exceeding forty percent of the issued capital 
of that company: 

Provided that nothing in this subsection shall apply to shares held 
by a banking com)iaiiy before the commenooment of the Indian Compan¬ 
ies (Amendment) Act 1936 (XXII of 193C). 

277-N. (1) The Court may on the application of a banking company 
which is temporai'ily unable to meet its obligations make an order staying 
the commencement or continuance of all actions and 
Power of Court to j^roceedings against the company for a fixed period 
stay proceeding**, ol time on such terras and conditions as it shall 
think fit and proper und may from time to time 

extent the period. 

(2) No such appliofttioii shall be niaiuluiuahle unless ac(*ompauied by 
a report of the registrar; 

Provided, however, the Court may, for sufficient reasons, grant 
interim relief, even if the apj^licatiou is not accompanied by such report. 

(S) The registrar shall for the purposes of his report be entitled at 
tbe cost of the company to investigate the financial condition of the 
oempany and for snob purpose to have the books and doenments of the 
company examined by an accouufuut holdiag a certificate issued undep 
& 144. 





Appendix N. 

The Industrial Disputes (Banking & Insurance Companies) 

Ordinance I 949 

The QoveriLDietit of India have on 2-6-19, pioinnl<j;aiDd an ordinance 
providing for the adjudication of Industrial dispntefl concerning certain 
banking and inBniauce companies. 

The Ordinance^ which extends to all the Trovinces o£ India and 
comes into force at once, provides for the prohibition of references by 
Provincial Government.^ of certain industrial disj^utos for adjudication^ 
enquiry and settlement. 

The Ordinance lays down that notwithstanding anything eontaincNl 
in any other law it, shall not be compotent for a Provincial (loverument 
or any officer or authority subordinate to such Government to refer an 
industrial dispute concerning any banking or insurance company, or 
any matter relating to such dispute, to any tribunal or authority for 
adjudication, inquiry or settlement." 

It also lays down certain provisions for abatement of proceedings 
relating to disputes pending before provincial tribunals and the reference 
of such disputes to tribunals constituted by the CentraHluvernrneiit, and 
the powers of the Central Government to refer disputes in respect 
of whiesh awards or decisions have been made, for readjudication. 

The ordinance provides as follows: 

In exercise of the powers conferred by Section 42 of the Govern- 
ment'^of India Act, 19«')5 the Qovornor-Oeneral is pleased to make and 
promulgate an ordinance called the Industrial DUputos (Banking and 
insurance companies) Ordinance, 1949, to provide for the adjudication of 
industrial disputes concerning banking and insurance companies having 
branches or other establishments in more than one Province. Tlie Ordin¬ 
ance extends to all the Provinces of India and shall come into force 
at once. 

In this Ordinance unless there is anything repugnant in the subject 
or context, the expressions " Award Banking company ”, ** Indastrial 
dtepute ” and Insurance oompany have the meanings respeetively 
astipied to them in Section 2 of the Industrial Dispates Act 1947 (XtV 
^ ^ 1947) ■« Amend 
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In SoctioD 2 of tho Tadusirial Diiputos Aoi^ 1947 (hereinaEfeer reft* 
rred to as the said Act, (1) In sub-danse (I) of Clause (a) for the words 
** a mine oilfield ", the words a banking or an insaraace company^ 

a minci an oilfield ” shall be substituted; (2) After Olause 

(b) the following clause shall be inserted; namely (b) ^ Banking 

company * means a banking company a<« defined in Section 6 

of the Banking Companies Act, 1949, (X of 1949) having 
branches or other establishments m more than one province, and includes 
the Imperial Bank of India (3) After Clause (k) the following Clanse 
shall bo ingerti»d, namely " (KK) ‘ lir^urance company' means an insu- 
urance company as defined in S‘ction 2 of the Insiiranoe Act 1988 
(IV of 1938; having branches or othei establishments in more than one 
province. ** 

Bank and Insurance Companies 

N(»twitbstanding anything contained in any othei law, it shall not 
Ik) competent for a Piovincial Government (»r any officer or authority 
subordinate to sucb Government to lefer an industrial dispute concerning 
any banking or ixD^urance company, or an} matter relating to such dispute, 
to any tribunal or other authority lor adjndicatiou, inquiry or settlement. 

Vuclor fhe Ordinance whore any industrial dispute concerning any 
banking or insurance company, or any matter relating to such dispute 
has, bcfoic the coinmonceinont of the Ordinance, been referred by a Pro¬ 
vincial G »vorniiiont or any olficer or authority subordinate to such 
Government to any tribunal or other authority for adjudication or settle¬ 
ment, ond any proceediugs in respect of or arising out of such reference 
are immediatolv before such commencement, pending before any tribunal 
or other authority, then on the date of such coiumencoment such referonoe 
shall be doenied to be withdrawn and all such proceedings shall abate. 

Tho ('ontral Government shall, as soon as may be after the comme¬ 
ncement ol this Ordinance, by order in writing refer under Section 10 of 
the said Act every indu«*trial dispute to which the provisions of Sub-Section 
(1) apply to an industrial tribunal constituted under the said Aet for 
adjudication. 

Where any award or decision has been made in respect of any in¬ 
dustrial dispute concerning any bHuking or insurance company by any 
tribunal or other authority constituted or appointed by a Provincial 
Government, or any officer or authoiity ‘subordinate to such Government, 
then the Central Government may, notwithstanding that tho said award 
or decision Is in force, by order in writing, refer under Section 10 of the 
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Mid Aet the dispate or any oE the matters is dispute to an indnStrisl 
tribaaal eonstiiuted under the said Act for readjndieatioD, and stay the 
implementation of the avard or decision so made or any part of snoh 
award or decision until the industrial tribunal to which tlte dispute or 
any of the matters in dispute is referred for road judication has sntnnitted 
its award, or for such farther period as the Central Qoremment may 
consider necessary. 

After the indostnal tribunal to which the dispute or any of the 
matters in dispute has been so referrc<l for readjudicution has subaaitted 
its award under Snb-Section (1) of Section 16 of the said Act, the Cen¬ 
tral Government may, by cider in writing, declare that the award or 
decision piCTiously made in respect of such dispute by the tribunal or 
other authority eoustituted or appoitted by the I’roTincial Government or 
any officer or authority subordinate to such Gbiverninent or such ]>8rt of 
that award or decision as may be specified in tbo order shall coaae to 
be in operation. 

Ordinance No. VI of 

An OrdAnawst to provide for the adjucHeation of indttffrial di^mtea 
eoneeming eertaAn bafMng and vnewremee eompaniee. 

Whereas an emergency has arisen which makes it uooebsary to pro¬ 
vide for adjadicatioD of industrial disputes couceining banking and in- 
snraoce oontpanies having branches or other cstatilishments in more than 
one Province ; 

Now, therofore, in exercise of the powers eonfened bj Section 4S 
of the Government of India Act, 1U36 (l!0 Geo. 6, u 2), tbe Goveinor- 
Gleneral it» pleased to make and piomulgatu the following Ordinance:-— 

1. Short titU, extent and commenesment —■(!> Tins Ordinance maybe 
called the Industrial Disputes (Hanking and Insuiance Companies) Ordi¬ 
nance, 1949. 

(8) It extends to all tie Piovin.-es of India. 

(.‘t) It shall come into foiee at once. 

2. Definitions,—Jn this Ordinance, nnless thti-e is anything repug¬ 
nant in tbe subject or context, the expressions " awaid " banking 
company **, “ industrial dispute *' and *' insnranoo company *’ have the 

a PtiUwhed in the ChuuUe of India, eatraordinarj, doied the StXh 

Jpraiffid, 
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jneaningA resiieciiTely assigned to them in Seotioa 2 o£ the IndustriRl 
Disputes Act, 1847 (XIV of 1947)^ as amended by this Ordinance. 

S. Ammdynmt of Seotion Ast XIV of IBiT.—ln Section 2 of 
the Industrial Disputes Aot, 1947 ( hereinafter referred to as the 
said Act ),— 

(1) in siib-clRa<*e (i) of clause (a), for the words "a mine, oil-field*' 
the words ''a banking or an insurance company, a iiiino, an oil-fiold 
shall be substituted; 

(2) after clause (b), the following clause hhall Ite inserted namely:— 

‘'(bb) 'banking com|)an 7 ' mtaits a banking company as defined in 

Section 5 oi the Banking ('oinpanies Act, 1949 ( \ of 1949 ) having 
blanches oi other establi'>hments in more than one Pioviiice, and inclu¬ 
des the Impeiial Bank ol India'', 

(3) alter clause (k), the ioilowin;« clause ^hull bo inseiicJ namely:— 

'^kk) 'in^-nrance company’ means .in iu«^uianct comfaiiy as defined 

in Section 2 of the lusuiauco Act, 1988 (IV ot 1938) liaviiig branches 
or other efttablishmoriis in more than one Province; 

4. ProAibitttm of relerencea by PTOiim\al dovemrMnts of eertain 
industrial disputes for adjudioation, vm^uiry or ssttfsmsnt.—.Notwithstan¬ 
ding anything contained in any othei law, it shall not bo competent 
for a Fiovmcial (xoveinuioiit or any ofh*er or authority subordinate to 
such (lovernment to lofor an indiistiial di'^piiie ronoeining any banking 
or iiisuiauce company, or any matter relating to such iligpute, to any 
tribunal or other authority loi adjudication, inquiiy oi aettlemonb. 

5. AbateTnerU of prooeedings relating to disputes pentling 
itefare Provincial tribunals am/ reference of suoh disputes to tribunals 
eonstfUuted by the Central Oovernm&nt,-’-^(\) Whore under any law any 
industrial dispnio oonoerning any hanking or insurance company or any 
matter relating so such dispute has, botoie the comfumicement of this 
Oidinance, been leferred by a Piovinoial (lovernmont or any olfioer or 
authority subordinate to such Qovornmont to any tribunal or other 
authority for adjudication oi settleinont and any proceediiigh in respect 
of or arising out of snch leforcnce were immediately belore such com¬ 
mencement pi^iiding before any tribunal or other authority, then on the 
date of snch cominenooinent such reference shall be deetnod to be with¬ 
drawn and all such proceedings shall abate. 

(2) The Central Government shall, as soon as may be after the 
commenoiment of this Ordinance, by order in writing, refer under Seolioii 
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10 of the ^'tiid Act eyery indaBtrial dispaie to which the provieious of 
snlHsecfeioQ (1) apply to an Indnstrial Trxbonal conititated under Ihe Aftid 
Act tor adjudication. 

6. Powers of Central ifO'oemment to refer disputes m reaped of which 
awards or deoteions have been made for rmdpidication^yflieio any 
awHjd 01 decision hoe been made in lespect of any indaatrial dispute 
coDceiniDg any banking oi insurance coinj>any by any tribunal or other 
authoiKy (onstitutod oi ajipointod by a Provincial Government, oi any 
oflicer or authority suboidmate to ^^uefa Government, then the Cential 
Government may, notwithstanding that the said award oi decision is in 
force, by older in writing refer undei Section 10 ot the said Act the 
dispute or any of the matteis in di*«pute to an Industiial Tribunal oon- 
btitnted undei the said Act foi re-adjudication ami stay the implementa¬ 
tion of ihe award oi decision so made or ot any part of snoh award of 
dcoition until the Industiial Tiibunal to v\hich the dispute or any of 
the matters in dispute ib rtleired foi le-adjndication has submitted Its 
award or for buch luither peiiod as the Central Governtiiont may cousi- 
del necessaiy. 

(i) Aftoi the Indiibtiial Tiibunal to which the di^iputi or any of 
the malteib in (iispuie has liecn so roforred for lo-adjudication has 
mittid its award under buh-«46(lion (1) of Section 15 of the sauI Act, the 
Contral Government may, by older m writing, declare that the awaid or 
dfcision prtviouslv made in respect of such dispute by the tiibiinnl or 
other authority constituted oi a])pointod by the Provincial (loveinmeut 
or any officer oi authoiity subordinate to ■^uch (Yovernment or such part 
of that awarl or dedsion as may bo specified in the onler shall cease 
to be in oieration. 
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COMPARATIVE TABLE OF COUllBSPONDINfl SE('TIONS OF 1944 
BILL, 1948 BILL k 11*49 ACT 

1944 mcl mi) 1944 19^ 1949 

Bill Bill Act Bill Bill Act 


6 (1) (j) 

6 (1) (k) 

fi (1) (1) 

*5 d) (ill) 
0 (1) (n) 
fi (1) (o) 


I Ex]ilu 
.*/lst 
Proviso 

lOd) 

m) 

11(3) 

11 ( 2 ) 

11 ( 1 ) 

11 ( 1 ) 

11(.^>) 

UiC) 

12 

12 Provi¬ 
so 


18 


1 

2 

3 

4 (1) 
4(2) 

4 CD 

5 d) (0 
B (1) (1.) 
5 (1) (c) 


5 (1) (d) 

5 d) (e) 

6 ( 1 ) («) 

•'* <1) (P) 

5 (1) (h) 
•'> (1) (1) 

6 (1) (J) 


C (1) (•) 
6 (1) (1.) 
6 (1) (c) 
6 (1) (d) 
6 (1) (e) 

C (1) (f) 

6 (1) (g) 
6 fl) (h) 
6 ( 1 ) ( 1 ) 
6 (1) (1) 
6 (1) (k) 
6 <1) <1) 


8 

1 ( 1 ) 

4 (2) 

4 t») 

1 (4) 

6 (1) (a) 

■» (1) (b) 

6 (n ((•) 

6 (li (<) 
Kvpln 
6 (1) (<1) 

5 (1) (0) 

• ( 1 ) (0 

(k) 

5 (1) (h) 

(0 

S (1) (l) 

5 (1) (k) 

8 ( 1 ) ( 1 ) 

5 (1) (m) 

6 (1) (n) 
8 ( 2 ) 

6 (1) (n) 
G (1> (1.) 
0 (1) (c) 
G (1) (d) 
(5 ( 1 ) («) 


6 (1) (f) 
6 (1) <g) 
6 (1) (h) 
6 ( 1 ) 0 ) 


2 

3 

1 ( 1 ) 

4 (2) 

4 (.*.) 

4 (4) 

6 (1) (a) 

5 (1) (»») 

5 (1, (c) 

6 ( 1 ) (.) 
E\pla- 

5 (1) (d) 

5 (1) (e) 

5 ( 1 ) ( 1 ) 
(n) 

5 (1) (h) 

(i) 

5 (1) (J) 

8 (1) (k) 
8 ( 1 ) ( 1 ) 

8 (1) (m) 
8 ( 1 ) («) 

6 (2) 

G (1) (ft) 
6 (1) (h) 
6 ( 1 ) ( 0 ) 
6 (1) (d) 
G (1) (e) 


C (1) <0 
6 ( 1 ) («) 
6 (1) (h) 
6 (1) (i) 


6 (1) (m) 
G (1) (n) 
C (1) (o) 
8 (1) (P) 
« (1) (q) 
fi ( 1 ) 0 ) 

7 (1) 

\ ( 2 ) 


10 


11 ( 1 ) 

11(3) 


n ( 2 ) 


12 


13 


14 

18 (1) 

15 (2) 


14 

16 

16 

17 

17 
Expl 

18 

19 (1) 

19 ( 2 ) 

19 (8) 


C (1) (j) 

G (1) (k) 

6 (1) (I) ’ 

6 (1) (m) 

0 (i)(D) 

G (1) (o) 

7 

7 Evpln 
9/st 1 Pro. 

TlSO 

10 ( 1 ) 

10(2) 

11(3) 

11 ( 2 ) 

11 ( 1 ) 

11(4) 

11 ( 6 ) 

11 ( 6 ) 

12 

12 

Pio- 

VISO 

13 

14 
l.B 
16 
17 
17 

Expl 

lb 

19 (1) 
19(2) 
19(8) 
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1M4 

Bill 

1948 

Bill 

1949 

Act 

16 

20 (1) 

20 (1) 

— 

20 (21 

20 (2) 

— 

20 (8) 

>0 (3) 

— 

21 

21 

a7 (1) 

22 0) 

22 (1) ii 


k 22 (2) 

22 (2) 

17 (2) 

22 (,3) 

22 (3) 

17 (S) 

22 (4) 

22 (4) 

— 

22 (5) 

22(5) 

— 

23 

23 

18 

24 

24 

19 

2'» 

25 

21 

26 

26 

20 <1> 

r7 <1) 

27 1> 

20 <1) 

27 (2) 

27 (2) 

20 (3) 

28 

28 

22 (1) 

29 (1) 

29(1) 

to (8) 

to (3) 

to (3) 

— 

29 (4) 

29 (4) 

23 (1) 

30 (1) 

30 (1) 

28 (2) 

30 (2) 

30 (2) 


30 (S') 

30(3) 

21 

31 

31 

25 

82 (1) 

■12 (1) 

— 

32 (2) 

82 (2) 

26 

38 

33 

27 

34 

31 


1944 

Bill 

1948 

BUI 

1949 

Act 

28 tl) 

36 (1) 

36(1) 


to (3) 

to (3) 

2^ (2^ 

36(1) 

36 (4) 

28 (8) 

3) (5) 

36 (6) 

— 

36 

36 

10 

37 

37 

81 (1> 

.isa) 

38 (1) 


k (2) 

Ar (2) 

U (2> 

38 (3) 

8« (3) 

31 (3) 

38(4) 

38(1) 

32 

39 

39 

S3 

40 

40 

34 

41 

41 

S> 

42 

42 

36 

43 

43 

37 

44 

44 

— 

45 

46 

29 

46 

46 

— 

47 

47 

— 

48 

48 

— 

49 

49 

— 

50 

60 

— 

51 

61 

.W 

62 

62 

— 

63 

63 

.I. 


64 

39 

54 

56 

40 

56 

60 




Appendix O 

Documents, Returns, etc. to be filed etc., under the 
Banking Companies Act, 194 q. 

Nature of nocument tSeciion Time allowed 

1. Betum as to iin&ecaied loans 
or advances granted to compa¬ 
nies in which it or any oi its To bo filled before the close of 

directoib is interested 20(2) the succeding month 


2 Application to Receive Bank To be made by existing compa- 

tor licence 22(2) mes beloie 16 0-49 and by others 

before commencing business 

3. Particulars of as«>ets maintained Not later than 15 days after 

in gold, (ash, or nnencumbored the end oi the month to wbioh 

approved securities 24(3) it itlates 

4 Particulars as to assets in the Within one month fiom the 

piovincos of India 26(2) end of every qnartei 

6. Partioularb as to unclaimed Within thirty days after the 

deposits 26 dose of each calendar year 

6. Paiticulais as to assets and liabi- To be filed before the close of 

lities in Iho iirovinces of India 27(1) the succeding month 

7. Balance-sheet and accounts and Three copies 

auditor’s report 31 To be sent to Reserve Bank 

within three months from end 
of calendar year 

8. Balance-sheet and accounts Thiw copies to be sent to 

and auditor's report 32 Registrai__ 


36 





Appendix P 

The Industrial Disputes Act XiV of 1947, S.2 (a) 

2. (a) ' appuipnate Oovornment ’ moan8-(i) in lelation to any indns- 
trial difipnte concerning any industry carried on by oi under the authority 
of tlie central Government by the Federal Railway Authority or by a 
railway company operating a tederal railway oi in relation to an indus¬ 
trial dispute ooncerninp; a mine, oilfield, or a major port, the Central 
Qoveiumetit and (li) in relahou to any other iudu<!tnal dispute the 
Provincial Government. 



Appendix Q 

Disputes in Bank and Insurance Firms 

VKOOIDLBS lOB BRTTLJ5MBNT 

The Industrial Disputes (Banking and Insurance Companies) Ordi- 
nanoe^ reoenfely promulgated by the Central (lovernment, appears to have 
created doubts regarding the agency for dealing with disputes in banks 
and insurance companies having branches or establishments in more than 
one province and the validity of existing awards, a number of which have 
been passed under provincial laws, sajh a Bress Note dated 16-5-49, 
issued by tho Ministry of Labour. 

As tliehe disputes have now come within the Central sphere, the 
Chief Labour Commissioner to the Government of India, the Regional 
Labour Commissioners and the ConsiUation Otticers of the Central Gove¬ 
rnment [losted at various places are hereafter responsible for dealing with 
them 

Persons who are concoined with disputes covered hv tho Ordinance 
should, theiofore a])proaoh the Conciliation Othcor or the Regional Labour 
CommisBionci having jurisdiction over their area instead of oorresponding 
diiect with the Central Government as the latter will only cause delajss 
in disposal. 

Though adjudication or allied proceedings pending before aprovinob 
al tribunal oi other authority abato on the commencement of the Oidi- 
nanoe, the Central Government propose to refer all such disputes to the 
Central Tribunal which is being constituted. The Government hope that 
employers will do nothing either by way of rotronebmout of staff or 
otherwise, which they would not have been competent to do but ior 
tlie abatement of the pending pioceedings. 

The provision in tho Ordinance regarding awards and decisions alre¬ 
ady passed by Iribunals or other competent authorities seems to have been 
misunderstood. All awards or decisions pas<9ed by competent authorities 
which were in force on the date of commencement of the Ordinance cont¬ 
inue to be binding until their implementation is stayed by a specific 
order of the Central Government. The Ordinanoe does not automatically 
have the effect of wiping off all previous awards and decisions. In view 
of certain complaints received by the (j^overnment that there is a tendency 
to treat existing awards and decisions as null and void, the Central 
Government wish to ntter a warning Ibiit persons violating or refasing 
te implement an existing awards or decision which is binding on Ihem 
wlB render themselves liable to proieontion under the law. 



Appendix k 

The Banking Companies Rules, I 949 . 

[Aa amended upto ISik April 194!)] 

Kctifieation Ko. F. i (63) F. IjiP daiei the 86th Hcenh 1919* 

In e\erci8e of the poirers conferred by Section 52 of the Banking 
OompanieB Act, 19 iO (X of 1949), and after conraltation with the llese- 
nre Bank, the Central QoTemment ia pleased to mako the following rnles. 

1. Short tiUe and commenoement .— (1) These rules may be called 
the Banking Companies Uules, 1949. 

S. They shall come into force at once. 

9. Interpretation-^In these lules, 

(a) "the Act^’ means the Banking t'ompanies Art, 1949, 

(b) "principal office of the Beserre Bank'* means the office of the 
BeserTe Bank to which the returns proocribed under the Act or these 
rules are required to be submitted. 

(c) ''principal office of tbe banking company*’ means the office of 
the banking company which will be responsible for the submisBion of 
retnms preecribed under tbe Act or these rules; 

(d) "quarter** means a period of three months ending on the last 
day of March, June, September or December of any year, and 

(e) "plaoe of hnsiness’* of a banking oompany includes any Bub- 
ofliee, pay office, sub-pay office, or anyplace of busine>>s at whichdepo- 
bits are reoeWed, cheques cashed or moneys lent. 

(2) In the application of these rules to Acceding States all references 
to the Provinces of India shall be construed as including references to 
the Acceding States to which tbe Act extends. 

8. SttbmtBsioiB of retume.- -(1) A return prescribed under the Act or 
those rules shall be eubmitted in the form prescribed for the purpose or 
88 near thereto as circumstances admit. 

(2) Such return shall be submitted in tbe manner hereinafter 
provided^— 

*Fniiiehed in Qea^ of India, Part /, See I, 'dated the 
Mareh 1949. 
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(i) By a banking oompany incorporated in aProTinoe of India, from its 
registered office to the office of the Iteserve Bank situated in the 
ProTince in which the banking company has its registered office. 

(ii) By the banking company incorporated elsewhere than in a 
Province of India and having a principal place of business as declared 
in lermB of Section 277 (1) (o) of the Indian Coinpanios Act, from that 
]>rincipal place of biisiness to the office of the Ileserve Hank situated in 
the Province in which the banking company has it principal place of 
business. 

(iii) In any other case, Irom such ofiicB of ilie banking company to 
such office of the liesorvc Bank as may bo specified by the Ileserve 
Bank on an application to bo made in this behalf to the Hvserve Bank 
of India, Department of Banking Uperatious at Bombay. 

(iv) NotwitlHtanding anything contained in clauses (i), (ii) and (iii) 
the Reserve Bank may, at any time, direct that the returns prescribed 
uudei the Act or these rules shall he submitted from any specified office 
of a banking comjiauy to any sjiecified office of the Reserve Bank. 

(3) Wherever a return prescriliod under the Act or these rules relates 
to a particular day or date, and where such day or date is not a holiday 
for all ihe offices of a banking company^ the return shall be prepared 
on the basis of the figures of that day or dale in respect of offices wor* 
king on that day or date, and the prectsliug working day's figures in 
Tcsi)ect of office^ where that day or dat^? is a holiday. 

(4) A banking company shall, within one montli from the commen* 
cement of these rules or from the commencement of business, whichever is 
later, intimate to the principal ofiice of the Reserve Bank, the address of 
its principal office and shall intimate to that office any change in such 
aaldross within one montli of such change. 

4. LUt of OfficerB —(1) (i) A banking com])auy shall not later tlsan 
one month from the commencement of these rules or from tho common- 
cement of business, whichever is later, send to tlie principal office of 
the Reserve Bank a written ^tatemcnt ooutaining a list of 

(a) the names, the ofticial designations and spocimon signatures of 
the officers authorised to sign on behalf of the banking company retur¬ 
ns required under the Act or these rules aud 

(b) the names aud addresses of the lUrectors of tho banking campany. 

(ii) Any change in the list referred to in clause (i) of this snb-rulo 
shall be intimated to the principal office of the Beseiwe Bank within 
one month from the occurrence of such change. 
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(2) A banking oompany inottporated onbide fehe ProTinoes of India, 
orlich at the oommenoemeiit of these rales has place of business in any 
ProTince of India, and eyery auoh company which after the commence- 
menb of these rules establishes such a place of business within any Pro* 
vince of India^ shall, within one month from the commencement of these 
rules or from the establishment of snob place of business, as the case 
may be, furnish to the principal office of the Hcberve Bank the fill 
address of the principal place of business declared in terms of Section 
1277 (1) (e) of the Indian Companies Act and the name and address of 
one or more persons resident in any Province of India anthorised to 
accept on behalf of the company any notice or order required to be ser¬ 
ved on the comiuhny under the Act or these rnles and shall intimate to 
the principal office of the Reserve Bank any change in such name or 
address within one month of the occurrence of the change: 

Provided that information furnished by a banking company under 
rule 4 of the Banking Companies (Control) liules, 1948, shall be deemed 
to have been furnished under this rule. 

5. BemimercAiem paid to diredora and itffieorB. —A banking company 
shall, not later than the 31st January each year, send U> the principal 
office of the Reserve Bank a statement in Form I showing the remune¬ 
ration paid during the prevlons calendar year to the directors and offic¬ 
ers of the company specified therein. 

G. DqiosAs.—(1) The deposits specified in suh-section (2) of Section 
11 of tho Act shall be maintained at iho principal oitico of the Besui've 
Bank. 

Provided tliat if company desires to keep either the whuh* or jiart 
o£ the deposit in sterling securities, sneh securiticH will be held at the 
liondon office of tho Reserve Bank, which shall hold it on behalf 
of the principal office of the Reserve Bank. 

(2) The value of eacli security deposited under snb-iule (1) shall tw 
estimated at its market rate, ez-dividend. 

(3) Deposits in sterling seenrities shall not bo brought ou the books 
of the principal office of the Reserve Bank until that office has recei¬ 
ved an intimation from the London office of the Reserve Bank and the 
date on which such deposits are brought on the books of the principal 
office of the Reserve Bank shall be the date of deposit for the purposes 
of snb-seotion (2) of Section 11 of the Act. 

(4) Securities shall be duly ti-anslerred to the Reserve Bank by the 
banking company. 
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^5) Opon receipt of a deposit nader eub^rule (1) of on intimation of 
depout nnder sub-rale (8), the principal office of the Regerre Bank 
■hall, as soon as possible, send to the piinoipsl office of the bankioj^ oo- 
mpany a ceitificate in Form II. 

(6) Tlie maiket ealne of atcrliog seonrities shall be eonrerted at Is. 
6 d. to the rupee. 

7. IfifeAdratoab of depoetts.—The principal offic(> of the BesetTe 
Bank shall not be bonml to leturn seouiitios actually deposited, but may 
substitute therefor new scrip of securities of the same description and 
amount. 

8. Changes of deposits—(1) The London oflice of the Boserve Bank 
will ^lerinit tho withdrawal of sterling secnritiee only under instrnctions 
Irom tho principal oflice of the Keserre Bank. 

(2) Whoa tlio ioim or amount oi dejiosit if« changed by reason ol a 
(.uhxcquont doposit 01 withdiawal, the principil office of the Besoivo 
Bank shall, as soon as jioesible send to tho piinclpa) otlioo of the bank¬ 
ing company a fiesh certilioato in Form 11 

9. Maturing of security deposits. —When a socuiity in de]wsit mabn- 
les or when any yield on such a seouiity ceases to accrue, the pnneipal 
office of the Beseive Bank shall not be bound to inform tlie banking 
company; but upon the receipt of a loqulsition in writing from the ban¬ 
king company, the pnneipal office of the llesenre bank shall, as soon 
as jiosaihle, collect the disehaige raluo and hold tho amount in deposit 
ior imrpoees of snb-soction (2) of Section 11 of the Act. 

10. Interest on deposits.—(1) No mte'rest shall be payable on soob 
deposits. 

(2) Interest on sterling securities wiU on realisation be credited, if 
BO desired, as soon as possible, to an account in London, subject to the 
usnal charges In other oases such interest will be remitted by the Lou¬ 
don office to the principsl office of the Reserve Bank at the prevailing 
rate ot exchange after deduction of tho uenal charges, 

<d) The principal office of the llesenre Bank shall credit, as soon 
as possible, the cui rent account of the banking company maintained with it 
with the interest realised on rupee securities, subject to the usual chai-ges and 
with the amounts received, if any, ftom tne London office of the Beserve 
Bank under sub-rule (2). 

11. lAeenting of hanking <sompamee.—A company desinog to have a 
Uoeaoa under Section 28 ot the Act shall appty to the principal office 
pt the Reserve Bank in <t form specified belosy, oumdjr t 
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(a) in the oaie of a company iaoorpexnted In any Province of India 
and desiriiig to oonunence banking businea^^ lU Form V. 

(b) in the ease of a company incorporated in any Province of India 

and in existence at the commencement of the Act, in Form VI and 

(c) in the case of a company incorporated ontside the Province of 

India and desiring to commence^ oarry on banking bnsinoss in any Provin¬ 
ce of India, in Form VII. 

12. Openmy of new piaffes of business.—An application by a banking 
company tor permisrtioii to open u new pla(*e of business or change the 
location of an exisiing ]>laoe of bnsme^s under Section 23 of the Acl 
shall be submitted to the piincipal otfii^e of the Reserve Bank in 
Form VIII. 

Lid of offices, —A banking company hhall within a period of one 
month from the olo^o of every quarter, send to tlia principal oltiee of 
the Reserve Bank a list in Form I\ ot all its offices in the Provinoos 
of India at which it was doing basiness during that quarter. 

14. PuUicatiofi of approved ourreiicies.—Vlie Reserve Bank shall, not 
later than one month from the commencement c»f these rules, by notifica¬ 
tion in the Gazette of India, imbksh tor the purpose ol section 25 of 
the Act a list of currencies in which export bills drawn in and import 
bills drawn on and payable in India may be expressed. 

(2) Any alternation in the liht relerrod ic in Bub-nile (1) shall also 
be published in the Qaaette of india. 

(3) An alteration adding a currency to the list shall take effect 
from the date of publication ot the alteration while an alteration omi¬ 
tting a carrency from the list shall tako effeot at the expiry ol three 
months Ironi the date of pnhlioatiou of hhe alboratioii. 

15. Maimer of ptMteatirm of aeoouitUe and balanoe iheet. —The balan* 
00 sboet and proiit and loss at'oonnt prepared in terms of seotion 29 of 
the Act together with the auditor’s report shalllte publiahod within a period 
of sis months from the end of the period to which they relate in a news* 
])aper which is in oireulation at the place where the banking company has 
its prineipal office. 

16. Power to exempt «n oertain eaeee. —The Central Qovemment , 
may, on the reoommondatlon of the Reserve Bank, declare by notifiea* 
th>n in the offidal Gazette that any or all of the provisions of these 
mles sha).! net apply to any banking company or to any class of hanking 
eemponiM either generally or for snob period as may be speoSied. 
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!^fi£^ BAHKINa OOltPAKl^ ACT;1949. 

FORU I (SEE RULE 6 ) 

( Skction 10 ) 

( To be mdmiUed w>t later than the Sht January eoah year ) 

Name of baiikiug comuaiiY 

Name and desigualion of tho officer submitting the return _ _ 

liemnneration*^ paid to the dircetors and t}ie first ten highest paid 
oKioers of the banking company in the Province of India** during the 
year ended the 31st December_ __ __ 


I Remuneration* 


Name 

Age 

Qualification 

Experience 

DesigDation 

(luring Jhe year 
ended the 3 let 

December 19 

1 

1 

1 

2 

1 

! 3 

! 

4 

5 

i 

1 

1 ® 


Date^^_ _ _ _ Signature 

» Beinnueration iiiclude» salary, house allowance, dearness allowance, 
ao&yeyannoe allowance, locul allowance, and all other forms of allowances, 
bonus, contribution made by employer to provident or pension funds, 
taxes paid on behalf of officers, etc. 

»• In the application of this form in relation to Acceding States a 
reference to the Trovincos of India' shall be construed as including a 
reference to the Acceding States to which tlie Act extends. 
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THE BANKING COMPANIES AUT. IMS). 

FORM II (SEE RULES 6 AND 8) 

(Section 11) 

Resetve Btmk of India 

No. Place 

Date 

Ccitified lhat the llencrve liankoi India held on behalf of 

the undernoied deposits in teim of Section 11(2) oi tho Banking Compa¬ 
nies Act, 11149, as at the close of business on__ 


Approved Securities 

Cash ~ Keiuarks 

Ijoan Face Value 

1 S 3 4 5 


TOTAL 

(In fjgurei and >\oids separately for cash and approved securities) 

MANACKH 

Note:-The issue of this certificate renders any previous certificate 
issaed by the Ueserve Bank null and void. 
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THE BlNKINa OOHPANIBS ACT, 1M9. 

FORK 111. 

(SlCTlOK 18). 

Nune of bankiog company_ 

Name and designation of the officer anbrnitting the retncn_ _ 

Statement of eash Fe‘«rTe as at the close of bnsiness on the following 

days tbe month of_ ____ 

(To be filed in triplicate with the IteserTO Bank before tho fifteenth 
(lay of the month sncceeding that to which the return relates). 

(Bounded off to the nearest thousand). 


1st 2nd 3rd 4th 6th 

Friday Friday Friday Friday Friday 

• • • e e 

A. lAabil4He$. 

1. Demand Jjiabihtiee. 

2. Time Liabilities. 

3. Total Demand and I’imo Liubilitios. __ 

B. Mimm/vm cmownt of cosh reserve ret¬ 

ired to be hditimdsr sectionlSoftheAet. 

1. Five per cent, of A(l) 

2. Two per cent, of A(2). 

3. Total of B(l) and 1X2). 


C. Oash reserve. 

1. (Jash** 

(a) Notes. 

(b) Rupee coin (iiicludiug one Rupee noles). 
Subsidiary coin. 

2. Balanoes with the Reserve Bauk. _ 

3. Total of 0(1) and C(2). 


Date_ Signature__ 

*Qive dates. 

**C88h must not include balances at other banks or any item other 
than ourrency notes, rupee coin (including one ropee notes) and subsid* 
tery coin. 
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The Banteteg dottvuUee jioti, IM 0 . 

BANKING COMPANIES Ad’, li)49. 

FORM V (See RULE 11). 

^Kd'iOM 32). 

Form of a^iplioatkm for a lioonoe to conrnmeo baniiag ftnaMMU by a 
oom/pomy incorporated in any Pruvinoe of India* and dmiriag 
to commence banidny busmesR. 

Address.. 

Date... 

Oepartiiuent ol Banking Operetions, 

Besei’Te Bank of India,_ 

AppUcaMon for a hu'encc to commono/t banking bwiinec*. 

Deal Sir, 

We herebj applv for a licence to commenoe banking business in 
terms of Section 22 ol the Banking romponieb Aot, 101:9. We give below 
the necessuy information in the form preaoribed for the purpose. 

Ifonrs faithfeUy, 
Signature _ _. .. __ 

1. Name ut (he company. 

i. i'laoe of registration ol the company. 

0. State whether tlie company i* public oi private. 

4. Date of incorjiorstiou. 

PreiioM appUeatiom: 

Give partionlars of any application 
previonsly made iu the Ueserve Bank 
in this connection. 

€. ManagommL 

(a) Give names, bnsiness and add> 
lasses of directors, the amount of 
Kbares hold by each and the names 
of the bankers of each of them. 

(b) Give the name of the proposed 
chief executive officer, bis qnali* 
fications, experience, age and 
the proposed remuueratioD. 





K] ^ 0<»&peailes 1849 995 

7. SiMe dstaiUed redaons for the iloata* 
tioa of the company and gi?e 
atatiatical and other data, as nnd- 
which mtjr have been oollee* 
tod in respeob of the ares which 
tlie eompanj intende to serve. 

(i) The population of area of 

ration of the proposed place 
of bnsinoHS. 

I'ii') The volume and value of agrieii* 

Itiiral. mineral and indnstrial 
production and imports and o\- 
porti ol the area of operation 
of the proposed plaice of bnd- 
nes>» as under; 


Company 


__Production Imports 

Volume Value Volume V.ihio 


Es^rts 

Volume Value 


1 


2 3 4 


6 7 


(iii) If there are any schemes for 

agricultural, mineral or iiidtt- 
stria! development give details 
of the same and their probable 
effects on the volume and 
value of the piesent prodnr- 
tion, imports and ex|X)rt8. 

(iv) If the existing bunking fai*iliti> 

68 are considered inadequate, 
give reasons. 

(v) ProgpBQis : Give as under an 

estimate of the minimum bu¬ 
siness which the company 
expects to attract at the pro¬ 
posed place of business withr 
in 12 i^onibf» 



^ O^he Bankl&er Oompanlea Aot, 1049. f App. ft 

I. Deposits Amount in thousandB JBctte prc^ptmi 

of rupees to he oti 

vaerioua iyjm of 
depoiMe. 

Minimum Maximum 

n. Advance^ Amount in thoiiBands Rates yropo&ed 

of rupees to he charged^ on 

t'oriotts typee of 
ad^vanees. 

Minimum Maxiiiiutn 

8. Forward an np~to-date copy of 

tho Memorandum and Artieleg 
of Aflflooiation and a eopy of 
the prospectus (with certifted 
translations in English if not 
in that language). 

9. State whether Ihe company ful- 

Eils the conditions laid down 
in sub-section (3) oE Section 
11, and whether it is agree¬ 
able to permit the Beserve 
Bank to satisfy itselt by an 
inspection of the l)ooks of 
the company or otherwise 
that the prescribed conditions 
are being fulfilled by tlie 
company. 

10. Any additional facts which the 

company may wish toadduoe 
in support of Its application. 

* In the application of this form in relation to Acceding States a reference to 
any ’‘Province of India *’ shall be construed as including a reference to the Acceding 
States to which the Act extends. 

N. B.—(1) If an application is for commencing banking business at Bombay* Calcutta* 
Madras* Delhi or Kanpur, the details asked for under item 7 (i). (ii) and (iii) need 
not be supplied. 

(2) If a company is unable or unwilling to supply full details in respect of any of 
the itemsi reasons for the omission mey be given. 

(3) If an application has been submitted to the Reeerve Bank in the pest, informs* 
tion under items 2* 3, 4, 6. 7* 8* need not be supplied unless there is any change 
since the last application. 
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BanklAff Oonja&tes Bulea.lMD. 

THE BANKING COMP INIKS ACT, 1949. 

FORM VI (See RULE 11) 

(SlOTlOK 83). 

Form of qijplunlion for a haeme to carry on hemAcinq hy a 

lompamy inoorporated tn any Vrfwince of Indtn* and tn exufanoe 
fin the i'ommencement of the A<‘4 

Addre<«s... 

— _ Date.. . 

Depattment of Hankiu^ Opi lahon*^^ 

Beseivo Bankol ludii^ 

Ai^iAvoatidJii fttr a Ucencs to carry cm hanktn^ husimw 

Df^ai Sn, 

V\e hcieby apply tor a liceuce to cany on banking ImsiueBB in 
terms of Section S2 of the Banking Companies Act, 1919* We giro 
below the neco«(sary information in the foini proBOnbed foi the puipoae. 

Yonrs fisithfiiUy, 


Si/^uainre..... 

1 Name of the banking < onipany 

2. Place oi ugisli alien oi the linking company and ot its head othco. 

3. Stale wheiher the banking company ib public oi piivate. 

4. Date of incorpoinliou 

5. Date ot coiiiinemdueul oi buBinesB. 

6. Prctiouc applic^cttam i 

(jive paiticniam ot any application pievn inly 
made to the Heseive Bank in this connoction. 

7 Managmmt 

(a) Give nameB, baainoBB and addreBses of 
direotoiB. 

(b) Give name of the ohiei executive ofbeor, 

hiB qnaliiicatioDB, experience, age and the 
remnrieialjoii (aid 






sge Th0 0(xmpBAiM 

Giye the number of offices** in Ihe Provin* 
oes of India* and a b'ief deaeription of 
the syetem ol <^iiperThio]i and control 
over the branches. 

9. (live details regarding the authorised^siibacrihed 
and paid-up capital and re^^erves of the 
banking eompany as on the date of the 
application. 

10, Forward an up-to-date copy of the Memora¬ 
ndum and Artieles of Association and 
copies of the balance sheets to¬ 
gether with piofit and loss account 
statements for the last five veai s (with 
certified translations in English, if not 
in that language). 

IL State whether the banking company fulfils 
the conditions laid down in snb-soction 
(8) of Section 29, and whether it is agr¬ 
eeable to permit the lleserve Bank to 
satisfy itself by an insiieotion of the 
books of ihe company or otherwise that 
the prescril>ed conditions aie being tnl- 
filled by the company. 

12. Any additional facts which tho banking co¬ 
mpany may wish to adduce in support 
of its application. 

* In the application of this form in relation to Acceding States all references to 
the **Provinces of India** or “any Provnice of India*’ shall be construed as including 
references to the Acceding States to which the Act extends. 

** Includes the registered office and all places of business at which depoaits are 
received, cheques cashed or moneys lent. 

N. B.—-(1) If a banking company is unable or unwilling to supply full details In 
respect of any of the itemsi reasons for the omission may be given. 

(2) If an application has been submitted to the Reserve Bank in the past, snfomr 
ation under items 2. 3. 4, 5, 7, 8 , 9. and 10 need not be supplied unless there |e any 
change since the last application. 



The ISMkiag '^‘946 ian^ 

THE BANKING COMPANIES ACT, 1948. 

FOUM Yll ilULE 11) 

(SlOTlOK 32). 

Farm of ajifticeiltion for a lieenee to* oommance i corr^ on 
banking buoineM in Ptnotnce of India** by a banking eompany 
incorporated outride the Province of Tndit** 

AddroM. 

_ Date. 

Department o{ Banking Operations, 

lleserre Bank of India __ 

AppUcation to* ootiimenoelcarry on banking bu'ineee tn onp 
Province of India**. 

Dear Sii, 

We hetoby apply for a lioouoo to* oommence / carry on banking 
bnaineas in terms of Section 23 of tbe Banking Comi>anies Act, 1949. 
We give below the necoasary inloriuation in the form prescribed for the 
purpose. 

Yonrs faithlnlly. 
Signature. 

1. Name ol tbe banking company. 

2, I'lare of registration of the Inaiking comfUMiy 
and of its head ofbce. 

8. State whether the banking company is pub¬ 
lic or pnvate. 

4. Date of incorporation. 

6. Country or State in whieh the bankiiig 
company Is incorporated 

6. Previous apprioaiiomt 

Giro partionlars of any application pievio- 
usly made to the UeserTe Bank in this 
conneotion. 

7, Management: 

Qire names, business and addresses of diroctors 
in the Provinces of India**. 

(b) Uive the name of tbe chief executive 
officer or the proposed chief executive 





dOft lihe feanktng dompimles Aot, 1949. {Amt* ft 


otfioor in Proyinoeft of India**, his qua- 
liftcatioDB, expenenoe, age, and the rem¬ 
uneration |iaid or proposed to be paid, 

8. (a) Fcff a IwMng Qatr^fing on 

banking hustncss in any Prcvvnoe of India**. 

Existing cffioesif 

Gi?e the numbei oi officesf in the I'lovino- 
es of India*^ and a brief description ot 
the hjsteiii of rapotvision and routrol 
over the ofheesi 

(h) For a company deairing to commenur 
hankmjf bunnesB m any Vrovinee of 
India**: 

State detailed reasons for an otfice*! in tlt< 
Provinces of India** and give siati^tical 
and other data, as iindei^ which may 
have been collected in respect of the 
area which the company intends to servo 

(i) The population of the area of operation 

of the proposed place ot business 

(ii) The volume and value of agriciiltuial, 
mineral and industrial piodnction and 
impoits and exports of the aiea ol ope¬ 
ration of the proposed place of busiiieKs 
as under: 


Commodity 

Volume 

1 2 


Production 

value Volume 

3 4 


Imports Exports 

ValiK Volume Value 

6 0 7 


(lii) It there aie any schemes tot agricultui al, 

mineral or industrial development give 
details of the same and theii probable 
ctleots on the volume and value of the 
present production, imports and exports. 
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(iv) If the eufitang banking feaihfcies are coosid- 

ored inadequate, give ]*ea8oaB. 

(v) ProBjpecfe * Qito bb under an estimato ot the 

minimiim buBinese which the coiupaoy 
expect<) to attract at the proposi^d place 
of buBineBR aithin 12 monthb. 

1. Ue^ioBitB Amount in ihon^andB of Bate^ ^ ^ 

nipech aJUovied on variom 

tyjm of depoaitn 

Minimum Maximum 

II. Advances Amount in thousands ol Suites pio^iosed tube 

rui)ceb oharffetl on varians 

tyjm of admneue 

Alinimum Maximum 

III. ExiMul \ Iinpoti Amount in ihoubandb ot 

Bills lupee^ 

9. Stite what arraugemenis have he<n nude t(» etisuio compliance 
with tlie provisions of Section 11(2) of the Act. 

10. Foiward an up-to-date copy ol the Memoiandnm and Aiticlefi 
of AsBociation and copies of the balance sheetR together with piotit and 
loBB account Btatements for the labi live yeaiB (wiib certified trauRlations 
in KngliBh if not in that language). 

11. State whethei the banking company fulfils the conditions laid 
down m sab-Rection (8) ol .Section 22, and whethei it is agreeable to 
pel nut the Reserve Hink to satisfy itselt by an inspect ion of the hooks 
of the oom()aiiy oi otheiwiRc that the piescnbed conditions are being 
lulfilled by the oompany 

12. Any additional facts which the liaukiug company may wi*)!! to 
adduce m suppoit ot its application. 

* The portion not applicable to be etruck oCf. 

^ In the application of this form in relation to Acceding States all references to 
the "Provinces of India" or Any ^'Province of India" shall be construed as including 
references to the Acceding States to which the \ct extends. 

'I* Includes all places oi business at which deposits are received, cheques cashed 
or moneys lent 

N. B.—(1) If an application is ior commencing banking business at Bombay. Cal¬ 
cutta. Delhi. Madras or Kanpur, the details asked for under item (8) (b) (i). (u) and 
(iii) need not be supplied 

(2) If a company is unable or unwilling to supply full details in respect of any 
of the Items, reasons for the emission may be gi\en 

(3) If an application hao been submitted to the Reserve Bank in the past, mform* 
ation under items 2. 3. 4. 5, 7, 8, and 10 need not be supplied unless there la any 
ckanga since the last application* 
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ilbe Banking dompanlea Aat, 1949. 

THE BANKIN(4 COMPANIES ACT, ]M9. 

FOliM VUI (See UULE 18) 

(SeciioV 28 ). 

Form of apfheahon for ptrmMt>ion to open a new pUtee of businees or 
ehange the Awatton (of&ertoise than within the eame city, town or 
vUtage") of on exwting j)laiie of bukinei-* under SoMon fSS of <Ae Act. 

A^tdiees. 

_ _ _ Date..... 

Department of Banking Opeintioiie, 

Keserre Bank of India. 

Dear Sir, 

Webcieb) applj foi permieMon to* open a now piaeo of busmefa change 
the location of an existing place of bnainess in terms of Section 28 of 
the Banking Companiea Act, 1949 Yic give below the necessary mforma* 
lion in the form prescribed for the purpose. 


Yours faithfully. 


Signatnie.. 

1. Name of tl e banking company. 

2. Place ot registiation ot the banking company 

and of its head oflicc. 

8. Stato whether the hanking com|)any is pubhc 
or private. 

4. Date of inooipoiation. 

5. Date of commencement ot bn^inesS. 

6. PrsvioMs apphioationB (jive |>artioiilar3 of any 

application pieviously made to the Be- 
aerve Bank in this conneotiou. 

7. Management : (a) Give names, business and 

addresses of diriotois. 

(b) Give the name of the olfieenHu>ohaige 
of Idle proposed olfice, his quahiioations, 
experience, age, and remuneration and 
also partionlars about the Local Adviao* 
ly b^d or (local ducotoca), it any. 








Vlw Baiimiig OempiittlMi ie4d 


soft 

8, piffim: (») ( 3 iw the number of ott- 

ices in the Provinees of India** In the 
case of oifices making looses, also givo 
details as in Table 

(b) In the case of offices which have been 
in exi«tonce for loss than thiee years on 
the date of apftlication nKo ^ive detiils 
as in Table ‘B* 

PTt>po^ed offios liivc lo<*iiiiou id the )no]>o8e4i oftice, 

9 - (ff) Rea-<yn^ the ojfice: St«U* detailed reasons for the 

proposed oflioe ami giv<^ stitistical and other data, as under, which 
may have l>een coilect«wi for tie proposed otliee. 

(h The populiiion ni the area of opeiatiou of tho proposed office. 

(ti) The volume and value of agiioultinal, mineral and indusrial 
pioduction and inipoits and eNpoits of the area of operati¬ 
on of the proposed otlice us undei. 


Pioduclioii 


Commoditv 


Tmporit^ 


Ex]M>rts 


Voliiine Value Volume Valiie Volume Value 


(ill) If tline aie any acheines tor 
agricnUorul, mineial or indn- 

SI rial development givn dt taila 

ot the same and their probable 
effects on the volume and 
value of the present produc¬ 
tion, imports and exports. 

(iv) It the exisfiiig liauking faciliti¬ 
es are considered inadequate, 
give reasons. 
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(t) FfVM{2>eo£d : Give as under an 
estimate of the minimum bu¬ 
siness which the company 
expects to attract at the pro¬ 
posed ofhoe of bnsiness with¬ 
in months 

I Deposits Amount in thousands Bates proposed 

of iiipoes to he aUo^oed on 

Do/rious types of 
deposits, 

Minimum Maximum 

IT. Advance-^ Amount in thousands Rates jjroposed 

of rupees to be ckcerged on 

rairious types of 
adumoe^. 

M inimum Maximum 

10. Change of location of an enduing office: Give the exa^t location 
of the oftioe which is propofeed to be closed and of the place to which 
it is proposed to shift it^ giving particulars o[ the new location as in 
No. 9(d>. 

11. ^yeiem of myert^ision and contntf over the proposed office : Give 
a briot description of the system of suporvi'^ion and i*ontrol whndi will 
be exerdsed over the projiosed office anil the authority of the oflicials 
at the proposed office legarding advances (including bills purchased and 
discounted). 

12. (japiUd and Beseries* Give details regarding the authorised, 
subscribed and paid-up capital and tesoivcs ot the hanking company as 
oil the date of the applif*atioii. 

13. Expenditure : State the amount already spent or propused to 
be spent on staff, premises, furniture, stationary, advertidng, etc. in 
connection with the ptopo^ed offico. Also State the minimum income 
which the banking Gom]>aDy exp^'tx to earn at the proposed office in 
11 months. 

14. Forward an up-to-dete copy ot the Memorandum and Arlioles 
of Associatiom and copies of balance sheets together with profit and loss 
account statements (or the last five years (with certified translations in 
English, if not in that language). 



^ Wmsmg 'm0i ^ 

16. Oiker partievlt^ : Any sd^itiona] bets wbiab ttie basking, ooiit* 
piuy vnp-y wish no addaoe in support of its applieationfi. 

^he portion not applicable to be ttrude oiL 

** In tbe application of this form in relation to Acceding States a reference to 
the ‘Provincea of India* shall be construed as including a reference to the Acceding 
States to which the Act extends. 

N. B.:—(I) The words ^office* and 'offices* wherever they occur in this form include 
a place or places of bosiness at which deposits arc receivedt cheques cashed or 
moneys lent. 

-2, Nos. 9 and 9(a).— To be replied to if the application is for opening a new 
office. If an application is for opening a place of business at Bombay. Calcutta. Delhi, 
Madras or Kanpur, the details asked for under item 9(a) (i), (ii) and (iii) need not be 
supplied. 

3. No. 10.—To be replied to if the application is for changing the location 
of an existing place of business, 

4. If a banking company is unable or unwilling to supply full details in respect 
of any of the items reasons for tbe amission may be given. 

5. If an application has been submitted to the Reserve Bank in tbe past, informa¬ 
tion under items 2, 3, 4, 5. 7. 8, II, 12, and |4 need not be supplied unless there is 
any change since the last application. 

6* The information asked for in items 7(h), 9, 9(a), 10 and 13 is to be given separ* 
ately for each office where the application relates to the opening of or changing the 
location of more than one office. 
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IJAME OF THE BANKIN'4 COMPANY_ 

NUMBER OF EXISTING OFFICES MAEINQ LOSSES 
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*liiclu(les tbc registered office and all places of business at which deposits are received, cheques cashed or moneys lent, 
«*ln the application of this form in relation to Acceding States a reference to the "Provinces of India" shall be construed as 
a reference to tbe Acceding States to which the Act estends. 
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tbe BaAkiaig Oomswiefi Aot, 1049. t A. 90 . ft 

THB B4NKINU COMPANIES ACT. 1949. 

FORM X. 

( SiiCnuN 24 ). 

Name of the hanking company_ _ _ 

Name and designation of the officer submitting the return 
Statement of demand and time liabilities and cash, gold and unenonm> 
bered approved Mcnrities for the month of ___ 

(To be furnished to the Reserve Bank not latei than 1.5 days alter 
the end of the month to which it i elates). 

(Bounded off the nearest thousand) 


As at the close of business on 


1st 2nd drd 4th 5th 

Fiiday Friday Friday Friday Friday 

(a) (a) (a) (a) (a) 

A. LiabUitieB «n the Vrovifuea of India* 

1. Demand Liabilities . 

2. Time Liabilities . 


8. Total Demand and Time Liabilities 

B. Miniunm amount ofameterwfwred 
to be hdd under eeetum 2^ oj 
the Aat. 

(20 per cent ol A (3)) 


C. AamU 

1. Cash in hand . 

2. Balances with the Reeerre Bank 

3. Balances with the agent of the ReserTe 

Bank . 


•ee aeo 


•ea 4*0 


4 . Gold (valued at a price not exc¬ 
eeding cunent market price)... 


eo« 


• e« 





kpp.%] flw BeaUctng Ck>mpuiite8 StdM, 

5. UttMUiumbMwl Apjirovad MCTirlties 

(Tslued at a price not exceeding 

current tnarket inrice) ... ••• 

6. Deposit with the Iteserre Bank 

nnder snb-aection (8) of Section 

11 ol tlie Act • •• 

(i) (. aah ••• ••• •e* 

(ii) Unenonmbered approTed 

fteciiiitiofe (valued at a pn- 
i*e not exceodiDg oarrent 
market pnoe) ••• aeo 


tM 


• eo 


7 I’otal ol the above assets 


13ato* • ■*#oa»«a««o»« ^5lgnatll^o • •••••#•0# ••• ••»••• 

(a) Give dates (where tnilay is a holiday under the Negotiable Instruments Actf 
1881 (XVI oi 188f)« the piecedmg working day). 

* In the application ol this form in relation to Acceding Stales a reference to 
the ** Provinces of India shall be construed as including a reference to the Acceding 
States to whiuh the Act extends 
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THE UANKi:<IO OOKPANIfiS ACT, 1949. 

FOBM XL 

(SscnOK 2i). 

Name ol the bankiug company _ _ __ _ _ 

Name nnJ deaignation of the ofiicer submitting the return_ 

Statement for the quarter ending 

Statement of assolb and liabilities in the PioYinces of India* 
as at tbo dote of bnbinebs on the last working day of March, 

June, Septembei or December. 

(To be submitted to the lieserve Bank befoie the 30th Apnl^ 31st 
July, Slat Octobei and 81st Januaiy e»ch yeai) 

(Rounded off to the neaie^t thousand) 

A, L%alnUtie8 m the Proiinces of India*' 

1. Demand Liabilities __ 

i Time Liabihiu s 

3. Total Demand and lime Liabilities* 

B. Minimum amount of assets required to 

be held in the ProYinces ot India* 
under S^tion 25 of the Act 
(75 })er cent of A (8)) 

C« Assets tn the FrovimotB of India* 

1. Cash m hand 

2. Balances with the Reserve Bank 
3 Balances with the agent of the 

Ueaervo ISank 

1. Balauccb with the other bank¬ 
ing eompauies in current <iccou- 
nt and money at call and hhoit 
notice 

6. Inland bills pni chased 

6. Inland bills discounted 

7. Export bills drawn in India (In 
approved oarrencies) 

8. Import bills drawn on and paya¬ 
ble in India (expressed in appr- 
OYed currencies) 

8. InYeatments: 




' Itonkiiiflr Oompaaiefi Btdes, 1949 ^il 

(ft) Central mi rroTiaoial Oove- 
sntDenb socuiitieB including 
trea<«ur7 Bills ___ _ 

(b) Obher stjounheH, shares, «<*be- 
ntmes etc. 

(c) OtherIiiveFlmenlfl 

10. Lcaos, advances cash CiCdits 
and ovei(liaH8(e\cliidiDg tlioae 
icfeired 1o in item 11) 

H. Pue fioin banking company 8 

12 . [•romissory Jioies, bills of ci^chaii 
<i and hOiiirifies whuh the Res- 
live Bank is t.in]^o\\ere<l to pnii- 
li ibt», dihfount or n ako advancon 
ighiiist i^nde S<cti(iii 25(«1) ol the 
Act) and not included in anv of 
the above items e 7 ^ seoniities of 
foreign Goveiumentfl which the 
Kesdve Bank enip wired to 
puichase or make advances against 

13. IV niiscH, Fmnitnie, FixlniO'* and 
otboi h>od assets 

11 Olh«I fthHOtS 

ToiaJ 

Signature 

Date 

* In the application of ihis form in relation to Vceding States a reference to 
the •‘Provincet of India ^hall be consiiued as including 1 reference to the Acceding 
States to which the Act extende 
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TBS SlKltlNO COMPANIES ACT, 1949. 

FORM XIII. 


(SlOTlOH 27). 

Name of the baDking company __ 

Name and deaiguatioii of the oificei aabinttling the return __ 

Statemeut ehowmg the aofiets and liabilities in the Provinces of India* 

as at the close of budness on Fiiday*- the _ ^ 

(To be submitted to the Besoi ve Bankbeioio the close of the month sucoeeding 
that to which the return relates). 

(Boundid off to the nearest thousand)* 

A LtabUitiee im th» Ftwjtnces of Ittdui* b. Aaeeh> m the Pivwnoe-i of Indw* 

I. Paid up CapitaJ}-j. Oagh in hand _ 


9. UeBerve fnnd and other 
reaervea 

8 Demand Depoaita and 

oontingenojr (nnad jUHted) 

BccosnU' 

fa ) Demand Depoaita fium 

banking companiea ■■ — 

(b) Demand DepoBits from 
othere and contingency 
(unadjusted) accounts——— 

4. Time Depoaita: 

(a) From liankiug companiea- 

(b) From others ' 

6. Due to other banka- 

8. BiJb payable - 

T, Branch Adjuatmeuta- 

8 . Other liabilities^ - 


8. Balances with the Baaerre 

Bank — ..i. . . 

3 Balanoefc with the agent of 

the Beaerve Bank —— ■ 

4. Bttlancea with othei ban* 

king companiea in 

current account ——m— 

5. Money at call and abort 

notice . .. i. 

6. Billa purchased 

7. Bills ^sconnted — 

d. Investments;— 

(1) In (lovamment Secunties 
(inolnding treasury bills) 

(a) Central Goremment — 

(b) i'rovincial QovernmeniH—- 
(8) Other investments 

(a) Securities of local antiio* 

rities(e,p, mnnioipallties, 
port trusts etc. - 

(b) Sharea, defaentnres, etc.— 

(o) Others . 

9. Loans, advances, cash oredHa * 

and overdrafts (exolnding 
due from banka) —— ' 

10. Dne from banka —. 

11. Premises, fnrBihire,fixiaTe8 

and other Ixed egiela, 
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12. Brunch Adjnfltmenfcu. - 
13 Capitalised expense s inclu« 
ding prelimiDary expeuiei, 
oiganisation expenees, 
share^aelling commission, 
bri»kerag<4, amounts of 
loBses Incurred and any 
othti item of expenditure 
not represented by tangible 
assets.^ 

14. Other tangible -~ 


Total 


Total-— 


Date_ __ Signature 


*]n the application of this form m relation to Acceding States a leference to the 
**PfOviacec of India’* shall be construed as including a reference to the Acceding 
States to which the Act extends. 

tTfae last Friday of every month or if that Friday is a public holiday under the 
Negotiable Instruments Act, 1881 (XVI of 1681), at the close of business on the prece¬ 
ding working day. 

}ln the case of banking companies incorporated outside the Provinces of India 
and Acceding States to which the Act extends, the amount of deposit kept wifh the 
Reserve Bank under sub-section (2) of Section II of the Act should be shown under 
this head but excluded from the total. 

iThc balance of Profit and Loss Account, if any, should be included in kem 
A8 or B13 as the case may be. 



Appendix S 

Kotliloatlon under Seo. S5(3) cS Banking Oompanies Act. 

No. B. 0. A. Jie m-’49. R. B. deM. tiU JHh J^rU. 1949. 

In purftaanoe of sob-fieotion (8) of section ih of tho Banking Comp* 
anies Aot, 1949 (X of 1949j, read with sub-tnle (1) of rule 14 of the 
Banking Companies Roles, 1949, tbe ReserTo Bank of India is pleased 
to approve the uodemoled eurrencies, as onrrencies in which export 
bills drawn in and import bills drawn on and payable in India may be 
expressed for the purposes of seetion 95 of tbe said Act:— 

1. Rupee. 

2. Sterling. 

8. U. S. dollar. 


4. Currency of the country of final destination of the goods with 
the exception of the currencies of the following conntries:— 


Arabia 

Argentine 

Austria 

Brazil 

Bulgaria 

Chile 

China 

Egypt and the Anglo- 

Egyptian Sudan. 

Erilrea 

Ethiopia 

Finland 

Germany 

Greece 

Hungary 

Iran 


Italy 

Japan 

Palestine 

Paraguay 

Peru 

Poland 

Rumania 

Slam 

Spanish Monetary Area 

Syria 

Tangier 

Transjordan 

Turkey 

U. S. S. B. 

Uruguay 

Yugoslavia 



Appendix T 

CAPITAL ISSUES (EXEMPTION) ORDER, 1949. 

Netifioatim No. F. tk (i) 00t-4S dated ike SOth Jcmuary, 1949. 

In exeroise of the powers conferred by sub-seotion (1) of Beotlon 6 
of the Capitol Issnes (Continnanoe of Conferol) Aot, 1947 (XXIX of 1947), 
and in supersession of the Exemption Order No. F. 14 (1 ) ECI*46, dated 
the 6th December, 1946, and Notiftoations Noe F. 14 (l)-ECI 46, dated 
the 80tb Angnst, 1946, and F. 14 (6)-CCI 48-2225. dated the 29th 
October, 1948, the Central Government is pleased to make the following 
Order, namely:— 

1, This Order may be called the Capital Issue: (Exemption) Order, 
1949. 

2. In this Ordei, unkss there is anything itpttgnnnt to the snbject 
or eontezt,— 

(a) '*Aot” means the Capital Issnes (Continnanee ot Control) Aot, 

1947; 

(b) the expressions ''banking company“insurauco company” and 
"provident society” ^ball have the tneanings resp'otively assigned to them 
by Section 277F ot the Indian Companies Act, 1913, Clause (8) of 
Section 2 of the Influranco Act, 1988, and snli-htK'tion (I) of Section 65 
of the Insuiance Act, 1938. 

X 3, The following shall be exempt from all the pruridons oi Sections 
3, 4 and 5 of tie Aot:— 

(a) The issue by a banking company of any shares in consequence 
of alteration, rednetion or reorganisatioo on the •hare capital lawfully 
made or proposed to be made in complianee with snlHseetion (2) of Sec¬ 
tion 277-I of the Indian Companies Act, 1918, where the total amount 
of the exitting^subscribed eapitol is not thorefay increased. 

xS. 8 deals with control over issnes of capital, S. 4 with eontrol 
over prospectnsea A other advertisments A S. 6 with pnrehase A sale of 
seoniiiies. 



Appendix U 

The Commonwealth of Australia Banklnc Act XIV of 1945* 

An Aoi to regulate Banking^ to make proviaion for the Proteotion of 
the Currency and ot the Public Credit of (*otuniOBwealtb, a^d 
toi other pnrposea 

(Assented to 3rd August, 1946.) 

Be It euMted by the King's Most Excellent Majesty, the Senate, 
anrl the hooao of RepreBentativee of the Coininonw<Mli>h of Australia, 
as follows.*— 

I'Ajtr I.-Pbi!.uminak>. 

Short title. 1. This A(‘t may be cited as the Banleiny Act 1946. 

Liommenoement 2. Except as otherwise provided by this Act, this 

Act shall commence on a date to be fixed by Proclamation. 

Pacts 3. This Act is divided into Parts, as follows:- 
Part 1.—Preliminary. 

Port II.'—Provisions relating tn the carrying on of Banking 

Business. 

Division l.~—Authority to cany on Banking Basine<-i.. 

Division —Protection of Depositois. 

Divisioa 3.—Special Accounts. 

Divuion 4—Mobilization ol Foreign t'arrency. 

Division 5.—Advances and Investments. 

Port 111.—Foreign Exchange. 

Fart IV.—Gold. 

Part V.—Interest Ratos. 

Part VI.—Statisties. 

Fart yll.—Hisoellaneous. 

aTha Banking Act 57 of 1947 piovides for the taking over the 
CcMpsonwealth Bank of tie banking bnsioess of private banks in Anstra- 
lla an paymant of oomponsation to be determined by a federal Court of 
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Oafinibion 4.—<(1) In this Aol, unlesa the eontnry intention eppeu**- 

"edTanoe*’ inoludea lonn; 

*'Au8ti»lia’' inoludea the Territories ot the Oommonweeltb, 

‘*bnnk'' means » body coiporate sntborized noder Part II. ol tbb 
Act to cany on bankinf^ businesB in Anstnlia; 

"the ('ommonwealth Bank" means the Commonwealth Bank nt 
Anstralia. 

(2) In this Act, any referauue to a Schedule shall be read as a refe- 
lence to a Schedule to this Act, and any refeience to a Form shall be 
read as a letemnce to a Foim in the Second Schedule 
Applioation of Act 5 ~(J) Nothing in Part If or Y., oi in sections 
iorty-eight to fitly-siv (inclusive) of this Aot, shall 
apply with respect to State banking 

(2) The appbeation of this Act ohall extend to all the Teriitories of 
the Commonwealth 

PaBT II—PrOMSIOVS KILATING lo IHl CAItBTIKG OH OF 
BankIHO B1j8IHFS& 

Divmon, 1,— AvUhorUy to carry on Banldng Bustness. 

Persons ofebei 6. Subject to this Act, a person other than a body 
than eompanies corporate shall not, at any time after the expiration 
not to cairy on of six months from the commencement of this Part, 
banking buHiDC'S cairy on any banking bu8ine<"> in Austialia 

Penalty: One hundred pounds toi eaoh day duiing which the oont> 
laventiou lontinues. 

7. Subiect to this Act, a body coipoiate shall not, at any time 

.iflei the expiration of 8i^ months from the commeB<‘ 
Banking business cement of this Fait, carry on any banking bnsinesB 
not to be carried in Australia unless the body corporate is in possess* 
on without authority, ion ot an authority in writing granted by the 
(iovernoi-Oeneral undei this Part to carry on 

banking business 

Penalty; Five thousand pounds ior eaoh day during wbioh the contra¬ 
vention ootttinnes. 

8. <>-(l) The tlovernor-Qenrral shall within seven days after the 

oommenoement of this Fart, grant to each body 
Authority to oatry corpoiate specified in the Fust Schedule an authority 
on banking business to oarij on banking business in Australis. 

(fi) A body corporate (Hot being a body corporate speoitied in the 
lint Bobedule) whioh deidsea Mtbortty under this Fart to carry od baiilismi| 



itk;;AuiMlia Jo writing to, tho TtboBurer for anthonty 

ifioodcdingly* 

(8) Whero any anch application is made, the Governor-Qeneral may 
grant to that body corporate an authority to carry on banking bu8ine.«r 
in AuBtraUa. 

(4) An authority under this section granted to a body Oorporate 
spfojfted iu the Fir^t Schedule which was not carrying on banking businegs 
In Australia on the twenty-sixth day of Noyember, One thousand nine 
hundred and forty-one. or to a body corporate not go specified, may be 
granted unconditirnally or subject to such conditions as are gpecified in 
the authority. 

(5) Where an auihorify under this section is gi’anted subject to 
conditions, tl;e Governor-General may\ from time to time, vary or revoke 
any of those conditions or impose additional conditions. 

(6) Where an authority under this section is subject to conditions, 
the body oorporate to which the authority is granted shall comply with 
those conditions. 

Penalty: One thousand pounds for each day during which the oontra- 
yention continues. 

(7) Every authority under this section, and every instrument made 
under sub-section of this section, shall be published in the QwseUe. 

(8) An authority under this section granted to a body corporate not 
specified in the First Schedule shall declare that the body corporate ahall 
be deemed to be a bank specified in Part I., or, if the body corporate 
is a savings bank, in Part II., of that Schedule and that Schedule shall 
thereupon be deemed to be amended by the addition to that Part of the 
mime of that body corporate. 

: Where the Qovernor-Qeneitil is satisfied that any bjdy corporate 

in :;]^ 3 session of an authority uniier this section has ooased to carry on 
hauking business in Australia, the Governor-General may revoke the 
ai^hority and notice of the revocation shall be published in the Goastte. 

f an authority under this section is so revoked, the First 

thereupon be deemed to be amended by the omission of 
idle nalhe of the body oorporate oonoerned. 




m Meiair OeabjuuttM tm 

Iwiag » body oorporate, speoified in tto Fint 
WoMoreriobo ohnll be Moompanied by e oopy of tiie Aol;, oharter, dmd 
•applied with of seMIeinent, aaemorendam of wuooiation end artieUf ail 
oertaia dooo- e^eooiataon of the body corporate, or ether doomnMit by 
meakB. which the body corporate is coastitated. 

(8) Baoh body corporate speatied ia the First Sohednle aball, wiihiu 
«4a monkbs alkei the oommeaeoinent of this Fait, ftimidi to the Tieasniar 
a copy of the Act, charter, deed of setklement, niemoiendnm of aMOoiaf> 
kion and artielei of aasooiation of the body ooiporake, or other dooaneai 
by which the body corporate is conatitnted 

(d) Ereiy copy of aa A<‘k, charter, deed of settlement, memorandum 
of association, uitloleB of a8so(‘iatioa or other doenment furnished to the 
Treasnier under either of tlie last two preceding enb-seotioas shall be 
verified by a <>tatnloiy declaiation ma«l« by a senior otfioer oi the body 
oorporate concerned. 

(4) A bank shall, within thiee months after the making of any 
alteration in any doenment referred to in sub-section (1) or (2) of this 
•aodon, fninish to the Treasurer paruonlars in writing (verified by a 
ststaiory declaration made by a senior officer of the bank concerned) of 
the alteration. 

Penalty, for any offence against this section One hundred pounds. 

10.- -(1) Where any person desires to carry on any banking bnsiness 
in Australia bnt does nut desire to cany on the general 
Bvemption bnsiness of banking, the Treasurer may, by order pnbli* 
shed in the Qoaetts, exempt that person from oomphaaeo 
with snoh of the proviuons of this Act as are specified in the order aad, 
so long as the older continues In foioe, that person shall be exenpit from 
compliance with the provisiODS so specified 

(8) An order nndei this section— 

(a) may bo expressed to apply to a partioniar person or lo the persons 
included in a class of [lersons, 

(b) may specify the period during which the ordei shall remaiii in 
fSsree; and 

(c) may be made snhject to sn^ conditioua as ate spe^fied in Ih* 
order. 

(8) Where any snch order is made anbieei to oondiMons, aay pHHNWl 
io whom iho order apphes shall compty with those oonditioaa. 

Fsnidty: Oiw thonsond {laands for each day dnring irliioli tbh 
fKfWttblbNa gonldnuM, 
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DMrion If.’^Ffvteation of DepatHon. 

1}. It ihall be tbe duty of iho Comiuoiiwealth Bank to exercise 
CoQamoairealth Bank io its powers end functions under this DivisJon for 
protect depositors. the protection of the depositors of the sereral 

banks. 

12.—(1) Tho Commonwealth Bank may^ by notice in writing, require 
any bank to supply it, within the time specified in the 
Supply of notice, with such information relating to the financial 
information. stability of that bank as is &pecifiod in the notice. 

(2) The information supplied in compliance with a reqmrement under 
the last preceding sub-section shall be rerifled by a statutory declaration 
made by a senior officer of the hank concerned. 

(3) If a bank fails to comply with any requirement under sub-section 
(1) of this section^ tbe (lommonwealth Bank may appoint an oilioer of 
the Commonwealth Bank to inrestigato the aftairs of that bank. 

18.—(I) which considers that it is likely to become unable 

Banks unable to to meet its obligations, or is about to suspend 

meet obUgations payment, shall forthwith inform the Commonwealth 

Bank. 

(2) Where a bank— 

(a) so informs the Commonwealth Bank; 

(b) becomes unable to meet its obligations or suspends payment; 

or 

(o) in the opinion of the Commonwealth Bank, is likely to become 
unable to meet iis obligations or is about to suspend 
payment, 

the Commonwealth Bank may— 

(d) apiK)int an officer of the Commonwealth Bank to investigate Uie 

affairs of tbe bank concerned; and 

(e) asflume oontrol of and carry on the busineis of that bwk. 

(8) Where the Commonwealth Bank has, in pursnanoe of the last 
praoeding aeotion, or in pursnanoe of the lagt ptaoeding sub-section, ap]^ 
oiated an officer to investigate the affairs of a bank, that bank shall 
afford the officer access to its books, accounts and doouments and shaU 
give to the officer such information and fhemties w he reqniies to con- 

dMt jtha ittvostigatioD, 
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^ Penalty: One tiioiifland ponndi for each day during which the 
centravenfion continues. 

(4} Where the Commonwealth Bank has^ in purmanoe of sulMMOtion 
(2) of this section^ assumed oontrol of the business of a bank, that bank 
shall submit its business to the control of the Commonwealth Bank and 
shall provide the Commonwealth Bank with such facilities as the Gomoson- 
^wealth Bank recjuires to carry on the business of that bank. 

Penalty : One thousand pouufls for each day during which the coi^tra- 
TentioD continues. 

(5) Whore the Commonwealth Bank has, in pursuance of so bisection 
(2) of this section, assumed control of the business of a bank, the Co¬ 
mmonwealth Bank shall, subject (oihe next succeeding subsection, rema¬ 
in in oontrol of and oontinue to c*arryon, the business of that bank until 
such time as— 

(a) the deposits with the bank have been repaid or the Common¬ 

wealth Bank is satisfied that suitable provision has been 
made for their repayment; and 

(b) in the opinion of the Commonwealth Bank, it is no longer neoe- 

ssary for the CommonweaUh Bank to remain in control of 
the business of the bank. 

(6) Upon the application of a bank of whose business the Common¬ 
wealth Bank has assumed control in pursuance of snb-sootion (2) of this 
section, aFullCouit ol theHi^h Court (*on«>tituted by not less than three 
Justices may, if it is satisfied that it is no longer necessary, for the 
protection of the depositors of that bank, that the Commonwealth Bank 
should remain in control oi the busineBs of that bank, order that the 
Commonwealth Bank shall cease to control the business of that bank, as 
from a date specified in the order. 

(7) Where the Commonwealth Hank, in puisuance of this section, 
assumes control of the bnsinens of a bank, or oea'^es to control the busi¬ 
ness of a bank. Commonwealth Bank shall notify that fact in the (lossHs. 

14. The Commonwealth Bank, the tiovernor and Deputy Governor of 
the Commonwealth Bank, and any officer of the 

Indemnity. Commonwealth Bank, shall not be snbjeot to any act¬ 
ion, claim, or demand by, or any liability to, any 
person in respect of anything dou^e or omitted to be done in good faltb 
and without negllgenoe in the ezeroise, or in connezion with the esEov- 
oise of the powors conferred on the Commonwealth Bank under tins 
Plvlsion. 
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Except with the anthMifey of the CommonweaHh Bank^ a 
bank shall Iiold assets (otiier than goodwill) in Aasi- 
4«Mts to be beU ralia of a value not lets than the total amonst of 

by the banks, its deposit liabilities in Australia. 

Penalty: One thousand pounds for eaoh day during which the eon* 
travention oontinnes. 

(S) In the event of a bank becoming nnable to meet it* obligations 
os suspending payment, the assets of the bank in Australia shall be 
available to meet that bank’s deposit liabilities in Australia in priority to 
all other liabilities of the bank. 

Dii'iaion 3 .—Speeial Aceoufits. 

16. This Division shall commence on a date to be speoified by the 
Commenoement. Treasnrei by notice in the OatuUe 

17. Tins Division shall not apply to a bank speoibed in Part II. 
Application of Division. of the First Schednlo. 

18. —(1) Ob the day on which this Division commences, each bank 
Establishment of shall establish with the Commonwealth Bank a Spe- 
Special Accounts, cial Account for the pnrposos of this Division. 

(2) On the day on which any bank (not being a bank carrying on 
business at the date of commencement of *bi8 Dm«ion) commences to 
carry on banking business in Australia, that bank shall establish with 
the Commonwealth Bank a (Special Account lor the purposes of this 
Division. 

19. On the day on which tins Division oommencos, theie shall, by 

force oi this section, be transferred to the Special Aooo* 
Transfer of oerioin nnt of eaoh bank established by it under this Divi* 
moneys to Speci- sion the amonnt then standing to the credit of that 
al Accounts. bank’s Special Account under tho National Security 

(War time Banking Control) Itegulations. 

SO.->-(l) Eaoh bank shall, not later than the twenty-eighth day in 
each month, lodge in the Special Acconnt established 
in Spec- by it under this Division snob amount (if any) as 
ial AwMWBte. the Commonwealtb Bank, by notice in writing, 

directs. 

(2) The amount which any bank is so direoted to lodge shall not 
be nidh that Oie amount to the credit of that bank's Special Account, 
afl^ > (be lodgment, exceeds the sum o£— 
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(a) the aakonat (if any) tnuialerted to that hainkfe Spaoial Adootilit 

under the last preoeding eeotion; and 

(b) tiw inoreaae (if any) in that bank*g aasete elnoe tihe eonuneme* 
meat of thie DiTieion. 

(8) For the purposes of the last preoeding sub-aeotion, the incxeaM 
in any bank's assets unee the oommenoement of this Division means the 
amount by which the average of its total assets in Australia as at the 
close of bnsiness on each Monday (or snob other day as is presoribod) 
in the month preoeding the month in which the lodgment is to be made 
exceeds the average of its total assets (if any) in Australia as at the close 
of bnsiness on each Monday in the last month before the commencement 
of this Division. 

(4) If any bank fails to comply with the piovisions of snb-seetton 
(1) of this section, it shall be guilty of an offence, and shall, on convlo' 
tion, be liable, for each day during which the failure continues, to a 
fixed penalty at the rale of Eight pounds per centum )>er annum of the 
amount which it has failed to lodge os required by sub-section fl) ot thM 
section. 

(5) In this section, month " means the period commencing on the 
first day of any month and ending on the last day of that month. 

21.->-(l) Except with the consent of the Commonwealth Bank, 

bank shall not be entitled to withdraw any snm from 
Witbdiawals from the Special Account established by it under this 
Special Accounts. Division. 

(2) The grant of consent by the Commonwealth Bank under (he 
last preceding sub-section shall be in the discretion of the Common¬ 
wealth Bank, which may withhold consent or grant eonsent either uttooBi" 
diidonally or subject to such conditions as the Commonwealth Bank 
determines. 

(8) Where any consent under snb-seotion (1) oi this section is 
granted snbject to conditions, the bank to which the consent is grhnted 
shall comply with-those conditions. 

Penalty. One thousand pounds for each day during which ffic con* 
traventaon oontinues. 

SB. The Commonwealth Bank shall pay interest, at half-yearly inter¬ 
vale, to each bank on the daily balance that bank^ 
Interest to be Special Account at a rate, not exceeding Seventeen shiUI* 
paid on Speeiid ngs and sixpence per oeotnm per annum, determined firDU 
Accounts. time to time by the Oommonweahh Bank with the apptc* 
val ot the Treasnter. ' 
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DMtion ^.wjife^jMRitMW of Fafoign fJvmmag. 

S3i-~(1) The Oommonirealth Bank may, trom tame to time, by notioe 
in writing, require each bank to transfer to tbo Common- 
Ikanefer of wealth Bank an amount of sterling equivalent to aneh 
foreign onrre- proportion as is specified in the notice of |bat bank's 
n«y of Common- exeess receipts of foreign currency as at the close of 
wealth Bank, business on a date speoifitd in the noiioe, not bong 
more th«m twenty-one days before the dite on which the 

noUoe is given. 

(fi) The pto\iortion specified in any notice under the last preeedmg 
snbHMttion shall be the same in respect ot each bank. 

(fi) Where, aa at the olooe of business on a date 8|>ecifipdin a notice 
nndei sub-section (1) of this rection, a bank not tranafeired an 

amount ol sterling whioh it has been reqmied to transtei in pursuance 
of any previons notice under that sub-aertion, the excess receipts of 
foreign currency to whieh that amount of sterling is equivalent shall not, 
for the purpose of calenlatang the amonnt ot sterling requued to be 
transferred in puisuanoe of the first>mentioned notice, be taken into 
aceonnt as part of the excess receipta ot breign ounenoy of that bank, 

(4) Euoh liank shall comply with the requirements of any notice 
nndet enb-M>otion (1) ot this section witliin seten day>t aftei the receipt 
of the notice by the bank oi within such further peiiod as is specified 
1^ the Commonwealth Bank. 

Penalty. One thousand |K)uniis loi each day dutmg which the cont¬ 
ravention continues. 

(5) A bank shall be deemed to hare complied with the reqniiements 
of any notice nnder sub-section (1) of this section if it trausleis to tbo 
Loomonwealth Bank an amount oi sterling equivalent to the specified 
prapoitiou of that honk's exiess receipts of toieigu currency, as shown in 
tbat bank's books ot ar count, as at the close of business on the date in 
gwstioo. 

{6) Where any bank's assets outside Austialia atlnbutablo to, or 
icqtiKod by vutue ot, its Austialuu business include foreign currency 
irtiieh IS not freoly convertible into sterhag, the Commonwealth Bank 
ihaiU T TVi|.Vt such adjustment in tlie amount ol sterling reqnireil to be 
tal4Ulfa»nd by that bank to the Commonwealth Bank nnder this section 
Is tappsars to the Commonwealth Bank to be neoessaiy lu the cironm- 
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24. The Oommonweeltb Bank tkefl pay to any haok tnmafarring any 
sterling in eompUasce with a notice nndev the last 
Payment for preceding section, aneh amount in Australian onmni^ as 
transforred b agreed upon between the CommonweaUh and 

foreign the bank transferring the sterling or, in defanlt of agree- 

onxxenoy. * ment, as is determined in an action for compensation 
by that bank against the Commonwealth Bank. 

Sale of foreign 25. The Commonwealth Bank may sell 

currency. 1^ Commonwealth Bank, foreign ourrenoy to a bank— 

(a) where the Commonwealth Bank is satisfwd that that bank has 
complied with the proTbions of this Division and Is likely to suffer a 
shortage ol foreign currency , or 

(b) if the Commonwealth Bauk considers that, for any other reason, 
it b desirable to do so. 

Interpretation. 26. In this Division— 

*' excess receipts of formgn cnrrem^ ”, in relation to any bank as at 
any date, means the amount by which the amount of that bank's 
sntpluB foreign currency as at that date exceeds the amount of lb 
surplus foreign cnrrency as at the date of commencement of this 
Division; 

*' sterling ” means currency wbioli is legal tender in the United Kingdom; 
‘Surplus foreign currency”, in relation to any bank, means the amo¬ 
unt by which the amount ot that bank’s asseb oubide Australia 
attiibutable to, or acquired virtue of ito Australian business 
exceeds the amount of ib liabilities outside Australia attributable 
to, or incurred \rj virtue of, ib Australian business. 

DMtion 5.— Advaiue$ and Int ettmtnts. 

27.-—(1) Where the Commonwealth Bank is aatbfbd that it is nece¬ 
ssary or expedient to do so in the public inbreat. 
Advances. the Commonwealth Bank may determine the policy 

in relation to advances to be followed by banks and 
each bank sbsll follow the policy so determined. 

Penalty : One thousand pounds. 

(3) Witiient limiting the generality of the last preaeding snlMMoiioii, 
the Commonwealth Bsnk may give diraotons as to the olasses of purpei- 
es for wbieh advances may or may not be made by banks and eseb bank 
slmll comply with any direolioas so given. 
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Penalty ; Oa« tfioiisuid poaitds. 

(8) Nothing in this eeotion ehall— 

(a) anthoriie the Commonwealth Bank to make any determination 

or give any direoliioa with reiteot to an advanoe made, or 
proposed to be made, to any partienlar person; or 

(b) aflect the validiiy of any transaction entered into in relation 

to an advance or affoct the right of a bank to reoover any 
advance or onforco any security given in respect of an 
advance. 

8R A bank specified in part T. of the First Schedule sball not. 
Limitation on par> except with the consent in writing of the Common' 
chase of secnrittes. wealth Bank, purchase or bubscribe to— 

(a) aecuiities of the ('ommonwealtli or of a State or of any autho¬ 

rity of the (*omrao'i wealth or of a State; 

(b) Bccuntieg of any local governing body in Australia; oi 

(c) secnrities listed on a Stock Exchangu in Australia. 

Penalty : One thousand ponnds. 

Part HI.— Fokcion ExcnANGK. 

89 —(1) Wbcie the Governor-'tleneral is satisfied that It is ox|)«dio> 
nt so to do, for the protootion of thecnrrenoy or of 
Exchange control, the public credit of the Goinmonwealth, or in older 
to conserve, in the national interest, tbe foreign ex- 
ohange resonrces ot the Commonwealth, be may make regulations, not 
inconsistent with this Aot, making provision for and in relation to the 
control of foreign exchange and, in particular, but without limiting the 
generality of tbe foregoing, for or in relation to— 

Ca) tbe buying, borrowing, seUing lending or exchanging of forei> 
gn cnrrenoy, including the fixing rates of exchange; 

(b) any dealing or transaction having the effect of a porohase, borr¬ 

owing, sale, loan or embauge of foreign currency; 

(c) the taking or sending ont of Australia of gold, Anstralian cnr- 

tmu^ or foreign onrrenoy; 

(d) requiring any person who has power to sell, or to prodtre the 
pale of, any foreign onrreney to sell, or proonre the sale of, 
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tint foreign enrrenoj «b pteBcribed; 

(«) the eenduigor trensfer of uj <«eoitritie« to a place otthAA> 

Aantralia, inoltidiDg the traneler of eeonri^s from a regieter 
in Anetralia to a register outside Australia; 

(f) the prohibition of the importation or esportaldon of goods nulesa 

a licence under the regulations to import or export the goods 
is in force; 

(g) the term>4 and conditions to which such licences may he subject; 

and 

(h) prescribing penalties not exoeeding a fine of Fiee thousand pounds 

or imprisonment for a period not exceeding five years for 
any offence against the regulations made under this section, 

(2) In this section— 

'‘Ansiralian uuncncy” inclndts notes, coins, postal notes, money 

orders, bills of exchange, piomissory notei>, drafts, letters ol 
credit and IraTellers’ cheques, payable or expressed in Australian 
money, and also inclndes rights, and insUnments of title, to 
Australian money ; 

*' foreign enrrenoy ’’ inclndes notes, coins, postal notes, money orders, 
bills ol exchange, piomissory notes, diafts, letters of credit and 
ttaTellers* cheques, payable or expressed otherwise than iu 
Australian money, and also inolndes rights, and instruments of 
title, to money otbei than Australian money , 

*' seonrities ** inclndes sLares, stock, bonds, debentures, debenture 
stock. Treasury Bills, and units or sub-units of a unit trust, 
and also ineludos deposit reoeipt iu respect of the deposit of 
soenrilies and documents title to seonrities. 

Pant IV —Gou). 

30.~-(l) This Part shall not be in operation o\oepl as provided iu 
Operation of Pait. this section. 

(2) Where the Qovemor-Qeneral is satisfied Umt it is expedient so 
to do, for the proteetion of the currenoy or of the pnblio credit ef the 
Commonwealth, he may, by Froolaination, deolare that this Farl^ or such 
the provisions of this Part as are specified in the ProclamaidMi, shaft 
opBie into opetalaon, and this Part, or the provisions so specified, shaft 
thereupon oome Into operation. 

Where the Ctovemor-Gleneral is satisfied that it is no ietftC 
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for the proteutfoa oE the oomoej or of the publio oradll o{ 
♦ho Oommoavealth, that this Pert, or oay of the pnrrkioas of this Pert, 
idionld remeia iu opeiationy the Gtoremor-GeBorol may. by Proolomotioai 
deelore that this Part, or snoh o! the provieioiui of tftie Part a» are 
apeafied in the Proolamatioa, Rhalt oease to be in operation, and there* 
upon this Part, or the proTisiooM so specified, shall oease to be ip 
iq[ieration. 

81. A person shall not, except with the onnnent in writing of the 
Transfer of gold out (Jomuionwealth hank, take or send any gold out of 
of Anstralia. Anetralia. 

Penalty : One thousand pounds or imprisonment for live years. 

32.—(1) Subject to this part, every person who has any gold in 
DeliTei 7 of gold, his imssession or under his control, not beiog— 

(a) gold coins the total valae of the gold cnnlont of which does 

not exceed the ]ireacribed amonnt; or 

(b) gold lawfully in the possession of that person for the purpose 

01 being woiked oi used in manufaotnre for professional or 
trade purposes, 

shall deliver the gold to the Commonwealth Bank, or as presoribed, 
within one mojitli after the gold comes into his possession or under his 
coutrol. 

J*enalty : One thousand pounds or imprisonment for five years. 

(2) In addition to any other punishment, a court may, it it thinks 
At, order the foifeiture of any gold in respect of which an offence against 
this section has been comnutted. 

88. All gold delivered in pursnanoe of the last preceding section shall 
therouiion vest in the Commonwealth Bank absolnte* 
Vesting of gold ly, free from any mortgage, charge, lien, tmst, or 
delivered. other interest iu or affecting the gold and the Com* 

monwealtb Bank shall pay for the gold, to the person 
delivering the gold, on behalf of all {lersons having any interest in the 
geld, an amount determined in aooordanee with the next succeeding sect* 
ion and the Commonwealth Bank shall not be under any liability to 
any other person elaimtng any interest in the gold. 

84. The amonnt to be paid for any gold delivered in pursnanoe of 
seotfon thirty*two of this Aut shall be an aasoont 
BayuMni for determined in aooordanoe with snob price ns ia fixed 
and published by the Commonwsaltb Bank or, at the 
opinion of the person^ delivating the g«dd, snob anwnnt 
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as determinof] in an action for compensalion against the (^^mnionweal¬ 
th Bonk. 

36.—(1) Subject to Ihis Pait— 

(a) a person shall not sell or otherwise dispose of gold to any per- 
Limitation of sale son otbet than the ('ommonwealth Bank or a person 
and purchase of gold, authorised in writing hy the Commonwealth Bank 

to purchase ^old. and 

(b) a ]ier60D^ other than the Commonwealth Bank or a person so 
authorized, sh.'ill not buA gold iiom ai)\ por^^^ou. 

(2) A person may buy gold from the Commonwealth Bank or iron) a 
person authorized in wiiting by the Gommouwiolth Pank io .sell gold, 
and the Commonwealth Bank oi a person authorized may sell gold to 
any person, for tho purpose of its being worked or u^i^d in manufac¬ 
ture by the purchaser for ])iofessionaI or tiade pui poses. 

(3) A person authoiized by the Commonwealth B.iiik under this ‘le¬ 
ction shall comply with such directions ielating to gold as are giveu 
to him by the Coinmoiiwenlth Bank. 

Penalty, for any offence a^iambt this section : Five hundred poun¬ 
ds or imprisonment for two jears. 

36. A person ^hall not vvoik oi n^<‘ lu manutaeture any gobl, not 
limitation on wo- heii.g gold lawfully jn his possession for tho purpose 
rking of gold. of beiug work(*d oi used in manufacture for profes.si- 

onal or lra(k }iut poses. 

Penalty: Kivo hundred pounds or impiiHunoieut fm two year-*. 

37. —(1) pal! .shall not apply to wiouglit gold, not being wro- 

Application ughi gold woiked oi manulactiiro<l in ceutraventiou 

of F^ait. tlni Part. 

(2) in thisseitiou, ''wrought cold*'means gold aud gold alloys whicli 
on view have upf»areiit]y been worked oi manulatdured for proiessional 
or trade purpo^^es aud includes tho wa^te ]»r(i<hiotK arising fiom the wo< 
rking or manufacturing of gold and gold alloyo for professional or trade 
jMirpose.s. 

38. The Commonwealth Bank may, by instrument in writing, and 

either wiiolly or io the extent specified in the instru- 
Exemplions. ment, exempt any person from the application of the 

whole or any of the provisions of this Part and, bo 
long as the exeiiipUon continues, that person rhall be exempt accordingly. 
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PApT V.—Imtbbi 6T Bath. 

Control of Inierefct 39.—(1) The Gommonwealth Hank maj, with 

taiee. the aifi^roval of the 'fieasuier, make isolations— 

(a^ making provision foi and in lelation to the control oi rates of 
intercHt pa} able to oi by banks, or to or bjr other persons 
in the coarse of any banking bnsinoss carrud on by them; 

(l>) making provision fui and in leliition to the control ot latna of 
di><*ouiit rhaigcuble by liauks, oi Other perhons m llie 
ronrse of any ItaDLiD^r himuoM oarrud on by them; aud 

(<) )>ioviding (hat xiiic lost ill not Ik payiblo in renpeoti of— 

(1) anv Hmount dGp)fiitod with a bank, oi with any other 
pel son :n the <*oiiise of .iny liankiug business carri* 
ed on h\ him, and ropavalilc on demand or after 
tile (xpn ation oi a ponod s]ve( ihed in the regulations; or 

(ii) VO leuoh ot the amount to the credil oi a doposU acc- 
oiini in a savings bank a:t oxocod^^ an atnouuli spe- 
otUed in <ho rugulatjouh 

(2) Any pciSMi 'who loniiayem^ or tails to comply with an\ regula¬ 
tion under ♦his ’-evtiou si all l>e ^mlty of an oiLome punishable— 

(a) il (ho offont'o i- pro^oentod summaiilv—by a fiuo not cxcoeding 
One hundred pounds or luipiivoiimcni loi a term not oxooediug 
ON nionlhs. oi 

jf Ihs oltenn i*^ piosocntid tijion iiidictmont—by a fine u »t 
evceeding Fnc llioiumd pounds or imprisonment tor a teim 
not ONCcedin^ live Nears 

TaiiI VI—SiA ibiita. 

Balance-shaetb and viateinents 40. Booh bank specitiod m L^ait 1 

to be funiishod by banks. ot the Fiiot Scliodulo shall prepaie— 

(a) a iMlance-sheet, in acooidaiiCH with horin A, as at the close oi 

business on a date in each year probCiibed in respect ot tiiat 
bank, 

(b) a statement oi its piofit and lo^s, in accoi dance with Foim IS, 

m lespeot oi each year ending on that date; 

(c.) a .ftatemeut ot its incorno and B^|.)endituie in respect of its 
Australian busiiievs, m accoidanoe with Foim C, in ieB}»ect of 
eai h ycai ending on that datn, 

(d) a smioment of liabiluies and avsotg within Auabialia in accordance 
with Form L); 
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(e) a a<a<ement of debits to oostomers* accounts iu accofdanca with 

Form E; 

(f) a statement (»f its foreign cnrrency position in acconiance with 

Form F; 

(g) a Htatement (»f loans, atlvantv.s an<l bills di^conntod, classified 

according to— 

(i) Oie purpose of the loan^ acJvaiioo or (h^oouiitiTig, 

(ii) ilm of interest or d'ncounl chiugoable; and 

(iii) tilt) indxisir^ of the boirowei ni peisou lor whom I he 
hill is discounted, 

in accordance with the prescribed form . 

(h) a stateniont of deposits, classified accoiding to— 

(i) th»‘ teim of the fh»po4i : 

(ii) the rate of interest payable . 

(iii) iho industry of the dofiofrit^w, 

in accordance with the piescrilicd form; aiitl 

(i) huoh additional slatoments as are prescribed. 

41. Each balance-sheet and statement rclorrcfl to in tlie last preci’- 

ding section shall be prepared in accordance with the 
Uifociions directions sjiecifieil in the bi]Hn(-''Shoet ot statiiincnt, and 

with res poet in aceoi dunce with siieh iii.M.iuctivins mot Inconsisient 
to Form?. with thor.e directions) as an* given by U»' (hnnmouwnalth 

Bank, and cojiics of the balance slioei or slitcinont shall 
l>e delivi'ied to the Commonwealth Statisticdun or to the ^Commonwealth 
Bank, or to both, in acconiHDCo with i.he dufvlions speeifU^l in the 
balance-sbeot or statement. 

42. 1'he regulations way ]>rovidc lor the variation of any Form in 

Variation ol the ISceond Schedule, jiiciudiug directions spocified therein. 
Forms, Imt so that no change bliall be made in the essential 

nature of the Form. 

Verification of 43. Every balance-sbcet and stufoment preparid 

balance-sheets under this Part shall be verified by a statutory deela- 
and stalemoiits. ration made by a senior otVict^i of the bank concerned, 

44,—(I) From the balauce-sheels in accordance with Form A and 
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the fttatement^ of profii and lo*4 in aoconlauce with Form 
('ertaitj nfate B delivered to the (^otomonwealiJi Statistician^ the (’omm- 

lufDlfi to Iv' onwoalth Statistician shall prepare, and shall {mhlish in 

published the uhtaitmoni showing, in icspect of each bank, 

in QttsstfUc, the liabilities, assets and profit and los^ of that bank. 

(2) From the statcmeiitM of liahiliiios anfl a<»sets within Australia in 
accordanco with Porin 1) delivc-rod to the Oonuuonwealth Statistician, the 
roimnoiiwealth StatidiCJaii hall prepare, and ‘^hall publish in the Gazette, 
a Mtatemont^ in le'^poct of oac»» hank, ol the avi‘r,i«jo oi tint hank’s liabili¬ 
ties ami assets wiildii Aur'tralia toi ♦^aoh month. 

45. Tiooi th*' Jiilormarjoii containt^d in the bilirj«*o-shuot'^ «Hnd stat»^- 

merits dclivcicd lo him m puisuancc of this the 

Publ»CAtion Uomnionwr^alth Stati'^ticiau sitall propaie anil publish such 

of other othei stainnenbs a** the Treasurer directs, hut no su^h 

staicnionts stateincul ^hall l»“ in such a lorm as tr> disclose the lalor- 

lualion supplied In any individual hank, except m set 
fai us tiiai iiilbi nn.ition is (‘onhuned ui anv halarKO ihccl* or Ktatemeut 
roforiod to in the last piccoding section. 

46. A hank shall not contravene or tail to ccmjdy with unj ot the 

Penalty. piovisioiis ol this Part which an* applicable to it. 

penalty: Five liurnhcd pounds. 

4.7. The 'hea^-uK*! mss, bx in^iiimeni in wilting, ovempi any bink 
fiom Ihe ohhgalion to prejvaio ami delner any halaoce- 
ICxemptiuih, sluM't Ol statement in acooidinc* with i Form in the rxccond 
ScIumIiiIo which IS spejilicil m llie nistruinont and, so 
long the c iinplion contiinic , that bank shall h> ovonpl ae(ordnigI>. 

PauT VI]. MlSc 1 IJ ANl <>» .s. 

Except with the consent in writing ot Ihc Tiaasutoi, » 
Banks not to l)auk shall not eonducl au> lunkiiig husiiie'-g for a Stato 
conduct eeitani oi ior any authority of a State, iniduding a local govci- 
bnsitioss. nitig an thoi ity. 

Penalty : One thousand poumN. 

(2) Any consonb ol the TioaMinu under thu -octioii may apply to 
all Biidi hu‘^ine%tt conducted by any paiticiilar bank or at a particulai 
office of a bank, or to tho budnoss ot any pariicukir State or authouily 
ooudneted by anj particular hank or a1 a pirticular olfice of a bank. 

(8) Until a dat^e lixed by tho Troasuier by notice published in the 
this section, shall apply only m relation to banking busincBS 
tondnet^jd for a State or for an authority ol a State, moliiding a local 
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governmpr authoiitj, ft)iecifie<l by flip Treasorar by notice in wtitlag, 
and, if an offioo of a bank if! apecilinr] in the notice, at thn office ao 
Bpecified. 

Auiiitor-^ieaoral sbtiJl inv('6tigafeo peiioiUcalJy the books, 
aocounts ai d traQl^actioofi of ouch bank and shall tarnish 
Itf|>orH»yAn- <o 'iieasiini awl to the (Commonwealth llank such 
ilitoi GeiieruL m>ofi Iho nifaiis ol oaoli l>ank as the Treasiuer 

(liiccK 

(J) Thr Tioasnrf^i jnny at any 1nn< ihiool tho AudiLor-tlener.il <o 
make an jnvesligatiim ol the books, a«'Conuth and Iransat^tums ol abnik 
i>]>eciii€d by tie Tieasurer and to Innilsh the Treasuri?! and to the 
('oiuinoDwealth Hank such roporth npoo the allaiiN of that bmk as the 
TuaRnnr diuels and the Auditor-General shall make an inyeKbiration 
and Innnsh reports aiooidingly. 

(3) Nothing in this beeii.m dmll aiithoii/o Ihi* Anditoi-Qeiioral to 

turniBu a ropoit with lu the affjjis of any individual cusUtnej 

of a bank. 

(4) For ilie purjioM' ol aiij investigation undei this section, a bank 
bhall aiioiil the Auditor-Gcneial access to its books, aceounts and docn- 
mentfl and shall give to the Vuditor-^Ueneral such information and laoi- 
litic? as he requite to (ondu^^t the iiit< siigat’on 

PdiaHy : One tiiou'-and pounds ioi each day during which the cont* 
ravention continues, 

60,— (1) Evejy l»ank shall furnish to the t'oininonweahb iJink such 
inluriti.itiOJi iti ies|Hct of its business us the (ilominon'* 
"^upply of uiloi- weabh Hank diiects, and evi^ry pinson who caines on 
mation. any banking bueineh«« in Australia sliull turnish to the 

(knnmonwcalth liank such information in eonnoikioii 
with his hanking business as the (Jotnmonwcalth Hank directs. 

Penalty : One thouHand pounds. 

[i) A diiection uiidei this section shall not require information to 
be furnished with lespect to the a&aiia of any individual customer. 

51—(1) l-xcopt with the prior consent m writing of the Treasurer, 
Aiiialgauiatioii &e, reqniroH after the recoipthy him of a rocommendatiori 
consent oi Treaburcr. of the (joininonwoalth Hank, a bank shall not^ 

(a) enter into any arratigemeut or agreement for any sale or dis* 
posal of its business by amalgamation or otherwise, or for 
the carrying on ol business in partnership with any other 
bank; or 
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(b> effect «ny rcoouBtroctiou of tbe bank. 

Penalty : One thousand pounds. 

(2) Any c^uch arrangement, agreement or reconstruction^ and any 
atoh sale or dispo.4al in pursuance of any such arrangement or agree¬ 
ment, entered into withont the prior consent of the Treasurer shall be 
yoid and of no effect. 

58. Each bank speciGrd in part I- of the First Schedule shall 
settle, hy moans of cheques drawn on and paid into 
Settlement ofbala- the Commonwealth Bank, the balances arising, bet- 
uces bet ween banks, ween itself and any other bank so specified, out of 
any customary gonernl clearance effected in any capi¬ 
tal city in Australia. 

renalty : One hundred pounds. 

63.—(1) Where any bank is cotivicled of an offence against this 
Act or til© regulations, a Full Court of tho High Co- 
Bank may be dire- urt ooustibuted by not less tlum three Justices may, 
otedi to comply with upon tlio application of the Attorney—General, by 
Act. motion, direct compliance by the bank, within a peri* 

od specified by tho Court, with the provisions of 
this Act or the regulations with which the bank has failed to comply, 

(2) la default of compliance by tho bank within tlie specified perioti 
with any direction given by the Ikmrt in pursaaiuse of the last }»recedmg 
sub-seotiou, the Court may authorize the Commonwealth Bank to assn- 
me control of, and to carry c»n, the husiness of that l>aak. 

(3) The provisions of sections thirteen and fourteen of this Act fihall, 
so far as applicable, have effect where the Commonwealth Bank hag assu¬ 
med control of the business of a bank in pursuance of tho last precerlirig 
subnieobion. 

(4) Where the Commonwealth Bank has assumed con trol of the busi¬ 

ness of a bank in piirsuaaje of sub-section (2) of this section, the 
CommonweaUh Bank shall remain in control of, and shall continue to 
carry on, the business of that bank until such time as the High Court 
is :8atisf.wd that it is no longer necessary for the Commonwealth Bank to 
remikin in control of the basiness of that bink and authorizes the Comm- 
oftwealiH ccaSe to control the business of that l)aQk. 

A |iersoft or My of i»e?rgons, not b^ijg a bank, shall not 
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assume or nso, in relation h> the baaineafl, or any 
lieatrietion of nge part of the bnginess^ carried on by that peraon or 
of word'* bauk/^ iVc. body, the word "Imiik/' ‘'banker'^ or ‘‘banking*’ or 
any word of a like import. 

Pcualiy : One hundred ponndK for caoh day diiring whioh the contra¬ 
vention (‘ontinue^. 

(2) Nothing lu this acction ghull be deemed to prohibit the ngo, 
by any ]»eison oi body of peisong, of any word iii ihc by that porgon or 
body immediately prior to the commeucement ol Ihi-^ Part— 

(a) foi a period ol six montIn atter Die coiiimenceinent of bhi« 

Part; Ol 

(b) where the Treasuior, in ^\uting, anlhorizog tlm coiUmue^l ir^e 

of the word. 

55.—(^1) A iHjrtsoii or body of per'-oiis (not lieim* a bank bpciifietl in 
Kegtriction of nge J^ait 11. oi the First Schedule) shall not a^gumo or 
of words 'V<i\in(.M uge, in ielation to the l)UBineg'«, or auy pait of the 
liank’’. Imginess, carried on by that jieraoii or body^ the wo- 

rdg '*fiaviags bank'^ or any words of a like imporl. 

Penalty: One hundred [loundg toi ea^h day during which the cont¬ 
ravention oontiuuee. 

(2) Nothing in this section ghall be dimmed to prohibit the nse by 
auy person or body of persons, of any words iii use by that person or 
Ijorly immediately ]ir]or tiO the couimonoeiueiit of this Part- 

(a) for a jieiiod <d six months aitei the coiiimeuceineiit of the 
Pait, or 

(b) whore the IVeasuier, in wilting, authorises the continued use 
of the words. 

5(5.---(l) Kveiy bank sp^'eilieil in Pail 1. ol the First Schedule, and 
thf* (''ommouwealth iiauk, hliall, within three months 
niiclaiiued niorieAS. after the thiity<first day ol December in e/ich year, 
deliver to the Tiea^uier a •'tatsnioiitoi all unclaimed 

moneys. 

(2) The fltaiemont nhall set tbrtli the name of ea(*h Hliarebohler, «lep* 
ositor or creditor, his lagt-known addri^g, the ainoimt duo, the office or 
branch of the bank at which the last transac^tion took place, and the 
date thereof, and, if the eharehoider, depositor or creditor Is known to 
the bank to bo dead, the statement shall show the names and atldresses 
of his legal representatives so far as known to the liank. 
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(8) Tb« totel aiaonnt ehowu i& tbe Stotomeat sball l>e— 

(а) paid by iho bank to tbe Treasnrer at the time of the delivery 

of the statement; 

<b) credited by the 'rrensnrer to the Trust Ifnnd established by tbe 
Audit Aot 1901>19S4; 

(c) available during six years after payment to the Treasurer for 

jiajiuent to the persons whom the bank was liable to pay 
or to the respective admiuisUatori, executors or assigns of 
those person^: and 

(d) paid thereafter to the Consolidated Kevenne Fund. 

(4) Afior the payment to the ('oiisulidaled Itevenne Fund of any 
unclaimed mouoys, the Treasurer may pay to any person to whom any 
amount of euch moneys wiss due by the bank tho amount so duo. 

(б) r^pon lujmeut 1o tbe Trea-urer of any amount as required by 
this section, the bank ‘liall la.' hold lo i)e discbaiged from lurtimi liabili¬ 
ty for the amount so paid. 

(fi) 'rhe Connohdwtml liov<“une Fund is hereby appropriatetl for tbe 
jiuipuses «f, and to tbo extonl necessar}' lo give effect to, sub-sectioa (4) 
of this section. 

(7) Particulars of ov»n v sum not less than Ten imunds included in 
the statement mentioned in this Be<'tion shall be pubUshed by the Trea¬ 
surer in tbe <Sasette, 

(8) A bank shall not contraveno or lail to comply with any provisi¬ 
on of this si'ction whi'di i-* applioabio to it. 

Penalty : Ouo buudred pounds. 

(9) For the puriKises of this seotion, "unclaimed money.-.” means 
all principal, intoicst, dividends, lamnse', profits and .sunw of mon"y 
whatsoever which arc legally payable by a bank but in respect of which 
the time within which pioceedings may be taken for the recovery thereof 
lias expired, and includes moneys to the credit of an account which has 
not been oi«mted on, cither by deimsit or withdrawal for a porbst of 
aot Ic8« than sevoa years. 

67. Where any often<« against this Act or the regulations lias 
been committed by any body corporate, the chief 
FmalticB on exec* executive officer in Australia of tho body corporate 
utivo offioerB. shaU bo liable to the Penalty provided in respect of 
that offence, but nothing in this section shall affei't 

lb* liability of the Imdy corporate. 

A'\ 
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Treasurer to eous- 58. Prooeedings for an offence against this 

ent to proceedings AH or the regulations shall not be iostitoted without 
for offences. the oonaent in writing of tlie Troasnrer, 

59. The jn odut tion of anj cei tificate par[H>rtiag to have been given by 

the Governor or Depoty Ooveruor of the (]!ommonweaUh 
Certiriculc ai to ISank oeitifyingio any matter relating to the failure 
certain facts. of any peidOti to comply with any ol the provi8i<ind 

of this A(*t or the legiilations shall in all courts be 
prima foAis evidence that those matters are n<« so certified. 

60. The Qovernor-Qenoral may make rogulations, not lncon^lstcnt 

with thisAot^ presciibing all matters which by thi*^ 
llegulatioiiM Vet are required or ][)ermitted to be prescribed, or 

which are nece^sjary or convenient to be pre-^^cribecl 
for giving effect to thi*i Act and in particulai for prc'^cribing penalties 
not ext*eediiig One htnidicd pounds for auv otfciico against the regiilatioiH. 
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THE SOllBDUliES. 

Seofeion 8. Fust Sohejjule. 

Pa»t 1, 

The BaJlarat Banking Company Limited. 

The Bank of Adelaido. 

The Bunk of Ant^tralueia. 
r«uk oi China. 

Bank of New South Wales 
Bunk ol New Zealand 

The BnfibMUe Peniianent Building and Banking Company Limited. 
Tl)e Commercial Bank of Aiiitraiia Ijimitod 
I he Loinincicial Banking Company oi '^\dney Liiiiiteil. 

Com|>toir National d'ERcompte d«j Bane. 

The English, Sc<iltieli and Amtialiaii Bank, Limited. 

The National Bank ol Auslrulasia Limited. 

I'ho (vh^ieensland National Bank Limited 
The l^nioii Lank ol Australia l^imiled. 

VSKT II 

Tlie Holiari Sln1ug^ Bank 
Luiinceston Bank tor Savings 
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Seclion 40. SECOND SCIHKDULE. 

Fobm a. 


HafMnff Ad. 1915. 

liALAKCl -SQEIU 
ul the close of buein«3- ou. 

AepdB. 

£ t>, A. ^ 

J. (.*oiD, bullion^ notch and cash 


of the.» 

UaJbUities. 

1. Autliori/oil capital"^ 

2. ISNUcd capital ^ . . 

Taid-iip capilal . . 

4 ItcBcrve fttndhf— 

6 . t'iual dividend ]»ropO'*cfi 

G, J^lanoe of profit and loKS 
accoimt . . 

7. Tola) hhareholdm' fund- 

8. Interiiiiaablc depoKiis or 

deposit stock— 

9. hopo-'ith, bills pupbk* and 

other liabilitied including 
pitiViMons lor continj.»«n- 
010-^ 

10. Xotes in cir«*ul»tioTj . . 

11. i^alaneos due toother bank 


at banker'^ ^ 

2. Money at ^hort call— 

(a) London 
\1‘) Kl‘-o\\heie 

o. Si»ticial Account with Coin- 
mon-weahh Hank 

I. ('he(|ucs and bills of o'her 
banks and baiaiuios with 
and due irom other banks 

5. Ticusury bills— 

(a) Australian Govern* 

nients; 

{l») ()ther Governments . • 

(). I’ublic securitioF (excluding 
Trc.Jsury bills)^ — 

(a) Australian Qovciu- 

ment securitie-*; . . 
(.b) tuber Goveinincnt 
Bei‘uriticjs, 

(i) Local and Seuii* 
Qovernmeutal 
Authorities* 
securities 

7. Hills reooivablo and reuiit- 
tunccs iu frau'^it. . 


•Insert de(ail‘?<»f shares, including number, denomination, class and total, 
t Insert details of shares issued, including number and amoiioi, 
denomination and class^ and amount ]*aid up per sharo^ and set out 
detail‘d of reserved liability (it any). 

i state if used in the business or how otherwise used. 

5 Include as catb at bankers only ca**!! at central banks and liondon 
clearing banks but exclude Special Account with Oommonwealth Bank. 

^ State bosis of valuation,that is,oo8t prioo^ market price or otherwise. 
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r 8. advaDces and billi 

I discounted (after dednctiofir 

I pioviBioDs for d<jbfcB coii- 

^ fMdeied bad or doubtful) 

i, il Bank premises, turniture and 

,1 — 

, 10, All ofcliei BKseles , , , 

Total . . ll Total 

Directiom, 

L (^opjtes of l)alance-i-l(e«^ti hall hti deltxeiod to llie ('ojiiuion- 
wealth Sttttisii‘*ian and to the ( ommonweaJth Bank witliin nix nlonUl^ 
after the date at whieh th<^ bulanee-slieel is piepaieth 

3^—(1) ff Ihe baljin<e-*^ln< t in< ludt3S any asse^ oi liability (othei than 
sliait capital oi any leMive iiind hpcHMtically set out theroju) realivable 
or jmahie in un\ euiiency oihei than Au^braliaiEi (iitien(^\, and the value 
of il at or liability jneluded in the balunce shoot is ii<»t tho equi¬ 
valent in Austraiiaii oiiiieuey (onloulatod at a rato ol exchange current 
on the date as at wbioh the balance-shet^t piepared) oL the value of 
that as'^et or liaiiilitv in that other cuneuey, the balancu>sheet shall 
allow \ihai; the ell net on each lelevant ileui ol the balance-shoei would 
have been ii the value of tbut an^ct oi liability had been eon verted into 
Anstralian curiencx af sneh a rat<‘ of exebanpe 

{H) 'ihe la^t piecedino sub-parngrapb shall not, long as the 
Coinnionweulth Bank sells telegiaphiV timsfeis on New Zealand for not 
less than Ninny-nine pounds, and for not more tlian Ono hundred and 
ono pounds, in Australian current}, foi each One hundred pounds in 
Now Zealand currency, apjdy in relation to an} asset ui liability reali- 
^^able or pay abb* in Nexv Zealand cuireney 
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loim B. 

Hanhing Ad 1D4'>. 

Stati<mjkt of Fsoiif and Lo-<s 
the. .in legpflct of the year ended... . 


of 

JC h. (1. 

1. To E\pon^e 8 (lm]odingI>l 1 e<‘• 

<or8’ fees £.) 

2. To Income, Laud and othci 

Taxes 

3. To Balance, l>eii)g net piolit 

for the year eairud down. 


Total 

4. To Traiihfei to Beserye Funds 

5. To Amonnts ‘written oH Bank 

I'reniisos 

6. To Other Apputpriatiuus ae 

tollows:— 


7. To Dividends (•);— 

Interim paid £. 

Final proposed payable 

£ . 

8. To Balam<e carried iorward.. 


£8.d. 

1 By Di'conut and interest 
earned, net exchange, 
couimibsions nud other 
it«‘mB (luolnding transfers 
fium contingencies 8 UU 0 > 
nuts), after deducting inti*- 
lebt paid and acoinod on 
de|ioMtb, rebate on bills 
cnneiit at lialame date, 
amounti wiitltn oil atbels 
and losses on reali/ation 
ol ashi'ts and trongim to 
the < redit ol contingencies 
accounts (out oi wbreb 
accounts piovjsions lor all 
l>ad and doubtful debts 
have lieen luaile) 

Total .. 

2. Bv Net Balance brought 
torwaid 

d. I’y Net Profit foi the yeai 


Total 


Total 
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FOBM B-— 

♦ Rate of dividend for yuar .. 

Qrose amount i>f dividonds .. . , ..... 

Le«sBritifih taxes payablf' by bank and lecoupod from shareholders.. 

Net amount of dividezula payable to shartdi(»ldoi < . 

Dvrecthma, 

1» CopjoM oi this slatoinent (hall b( (i(di\uie<] to the ('oramouwealth 
Stathticiau and to the Commonwealth ikitik jrithiii moTi ilia after the 

end of the yoai In \il udi the htaioiii^nt leLites 

1?.—(J) If tlie t tat* men! includes anj credit eained oi debit inciirr- 
erl in any cuiienc}' other than Australian ciirieiicv, and the value of 
that credit oi debit inilud(d in the statement is not the niaivaleiit in 
Ausfetnlian cuiteiu*y (rnlculatcd :it .t late of cuiront at some 

date duiiiig the mixt lo which the ^tatelueut lelates) ol the value of 
that oiedit oi debit in tbal olhei cuireiK*), the statement shall show 
what the eltoi t on each lelevant item in the statement would have been 
ii the value ol that oi<dit or debit had boon convoitod into Auntralian 
enrronoy at a late ol exchange euneiil at some date ilming the year to 
W'hieh tiu ‘-tatenuiit lelatcs. 

(2) The lait priveding Mib-paragraph shall nob, so long as the Com¬ 
monwealth Bank sells telegiaphic transfers on Now Zealand loi not less than 
Ninety-nino pounds, and foi nob more than One hundied and oiio pounds, 
in Australiin ciiiiemy, ioi eu<*h One hundred ootinds in Now Zealand 
eurreuey, apply in leldion to any ciedii earned or debit inourrud ixi 
New Zealand euneiuv 
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FORM C. 

Ba/nJcmg Aet 1945 . 

SXATimKNT OF IkCOMK ANO EvrKNPITUBE IN ReSFRCT OV AUSTRALIAN BUSINKW 
of the.in respect of the year ended. 


Eix^)$nditwre. 

1. Inlerost on deposits or 
deposit stock ... 

2. Directors' fee^, salaiies^ 
wages, and allowances... 

8. (Jontributions to Stali 
Provident Funds and 
])en8ions paid b} bunk... 

4. Maintenance and lejuLi- 
is to premises, and ex¬ 
penditure on furniture 
and fittings ... 

5. Bates of l^oc^al and Sc- 

ini-Oovernmeniai Autho¬ 
rities . 

6. Other ex]‘OnBes of mana¬ 
gement . 

7. liUnd ])Hy-ioll and oblicr 
taxes allowable a-( dedu¬ 
ctions in ascertaining 
Commonw<‘ulth taxable 
income 

8. liad debts and interest 
written off 

S). Depreciation . 

10. IjOsscs on roaliztttioii of 

investments or (»tlior 
assets . 

11. All other items. 

12. Total Expenditure 

13. Australian Taxable In¬ 

come for Commonwealth 
Purposes . 


Inoome^ 

£ 

1. Disoonut and interest— 

(a) on advances and bills 

discounted . 

(b) on Australian flovern- 
meut securities (exclu- 
tling Treasury BilD) ••• 

(c) on Australian Treasu¬ 
ry Bills . 

(d) on Sjjccial Account wi¬ 
th (Jomnionwealth Bank 

(e) other . 

2. Profit on overseas exchan¬ 
ge transactions ... 

o. Inland exchange. 

4 Xet earnings from comm¬ 
ission, and charges for 
keeping current accounts 
5. Bad debt recoveries 
G. Inttwest recoveries 

7. Profits on realization or 
redemption of investments 

or other asset*^. 

S, Bents .. 

9. All other il^ms. 


Total 


Total 
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'FOUM C^contmttoZ 
Adjucfmente. 


Ifeoma of e'ii)eiidittiro not allo¬ 
wable for Commonwoaltli in¬ 
come tax purposes— 


Items of a'<'**e6sable income not 
taken to ])rolit and loss ac¬ 
count— 


Tofal piofit in respocfc of An^- 
tralian buNine s before deduc- 
Uon of Comuionwcallli iuconie 
taxes and without allowance 
for de])rooiatioii of ptemi'^e**. 

Total 


Australian taxable income for 
Commonwealth purposes as 
above 

Items of income exempt 
iroin Commonwealth taxation- 


Items ot expenditure allow¬ 
able as deductions for taxa¬ 
tion purposes but not char¬ 
ged to profit and loss account 


TebaJ 


Vvrcotwnfs 

1. i^opies ol thi*^ stakuient shall be delivciod <o the Commonwealth 
Statistician and to the Common wealth Bank within hi\ immtbs after the 
end of the jeai to which the statement lelates. 
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lia/gJmg Ajei 

STATBMIN'T Of LlAiaLlllBe AK1> Ab«lTB WIIIIIH Aistdaua 

of tho __ _ _ _ ag at the close ol 

hosiDo«e ou_ 

* Vabp I. 


LioMiUci, 

1, luterniinable Dc'i-osila or 

l^eposit Stock 

2, Depogitg not bearing intorest:- 

(&) Australian * roTorn> 

uientg; ... 

(b) Olher 

3, Dcpogitg bearing intriO'fc'— 

(a) Australian Govoi u- 

ments; 

(b) Other— 

(i) Fixed 

Curienl .. 

4, Notes ill Ciroulatinn 

6. ikiIaocet> due to other haiil.v.. 
6 lulls Payable and all other 
HabiHtios <0 tlie public (ox- 
dudiiig '•haiolioldors’ luudf) 


Total .. .. 

* Amouutb ridwmablo ovoreoa*!- 


Asa'is. 

1. Coin and lhillion:-*> 

(a) Gold ; .. .. 

(b) Olhei. 

2 . Au'>tra]ian Nolot ,, ,. 

3. Cash with Cointnonuoaltb 

llauk . 

I| 4. S]<ecial Aciount with Com* 
monwealth Bink 

Ha^ani'PS uith and due from 
olher l>.mkb, and notes, 
cheques and bills oi other 

banks . 

0. Australian public sccuriiici:— 
(a) Commouvcalth and 
Slat.— 

(i) Trpa^l!^y lUlIs* 
(n) Othtr .securities* 
^b) Loi’rI .iiid Semi- 
(ioT.nniK iital 
A 111 hoi it IP'* ,. 

7. Olh.T public KM'iiritiih* 

S Gtlii'i fpcinities 
U. Ijobus, Advum'ts and Hills 
discoiinlod — 

fa) AuhtialianGovin-n- 

llMlll. 

(b) All other custo 
niois .. .. 

10. Bank promiBus, iiirnitiue and 

sites. 

11. Bills Boi'oivablo aitd all othei 

asset.s .. ., , 


Total . 
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KOBll 1>—OtinfMHhxi 
Pa*t ir. 


Siato or 
Territory 


ffilo Ueimii. bearing 
interest 

_Total 


Loans, Adyaoe 
ces and BUI 
discoonted 


Aqb* Aus> Other 

llralian tralian . 

,Govern ^ Govern Oiirr-1 

I moDie -' 


O®/ Ane- 
pobits traiian 
Govern: 


ments ent 


nients 


New tSouih Wale 8 
Victoria .. 
QaeenelaDrl 
Sooth Aii^lrnlia 
Weptern Aut«tralja 
TaFtnania .. 
Aostialiaii Capilial 
Territory 

Noi’thorn Torritory 
I’apua au<l New 
iMunea 
Otiior 


DvrcctionH. 

!• Tliib .ilatiiiieTil hall bo juoparcd at tbo cJoFe ol liu-»jues'. on 
Monday in each week. 

2. Copie8 of this stale men t hlmll be ilelivored to the Common wealth 
Statistician ami to tlie < *ominonw(*alth I Sink within fourleon days after 
the date an ai which i( jireparotl 

3. Any accounts between the head oltice of the bank and a branch, 
or betwoon diilerent branclien of the hank, shall not be iiu hided as 
liabilities or assets. 

4. Contingent liabilities and afi'^ots shall not be included. 



Hie Banking dsmpantoB Aot> 1049 [ App. tT 

FOnil B. 


Baiikimj Ad 194.'>. 


SiATlMBNT Ol Dl.lUIS I'O CUBTOMBSh’ AOCOLN'IS 

Mtblda Aiislraha by thp...duiiDg the week 

ended... 


Metropoliteu Area* 


State or 'I’erntory Auitratlan Elbewhero Total 

tuivern- * Other 
nient»!+ 


New South Welo'* 

Victoria 

Queensland 

South Austialia 

Western Australia ... ' 

Tasmania 

Australian Capitol Tcintorv 
Northern Teintoiy 
fapua and New iuiinea 
Other 


Total . 'I I_ 

•The “fico of exchange’' aiea in eapilal eitii». 
tAt the hank’s city branches only. 

hweeiiom. 

1 . 'riiis ‘ftalpinent ihall he prepaietl as at tho eloco of ImsineSB on 
Monday in each week. 

2 . Copies of this statement shall lie deliver'd to tho (lomiiioiiwealth 
Statistician and to the Coipmon wealth Bank within fourteen days after 
the date as at which it is prepared. 
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FOllM F. 


]ia«kin(i Aet 184<'>. 


of the 


Statimrnt oi CiniiKucy Pobjtiok 

at the close of liHBiness on 


1. Ts>n<)on P®*' Oftioe TJooks, ozclinlin^ Snr|>lu9 

, Dellcieney on New Z<alttu<l and I'lji Aeeouut 


K En;{. 
or 





CEng. 


Fxc*<*-*b of ^^*”**^*^^ U<*inItUncois ovi»r I drawings in tninsit 
Xjomlon I)^a^vin9:s over Remiltiuces in truiiniti 
lalian ISook^ 


aB p<T AnBt* 


t' Kng# 

3. i^alance^ (aa pi^r AiiKbraJian Bookg)— 

(») in New Zealani] 

(b) iij Fiji 

<(') ill dnitoil SUtefl of Aineiii’a 
(d) in other oTer<^AS eon Ires 

Totel overseas funds hubl on Anstralian aueoiinl other than 
in liondoD. 


Dvreetumn. 

1 . This sUtement ‘^hall Ih' pre{mre(l as at the elosu of l)u4nesB on 
Monday in each week. 

2. Copies of this statement shall be deliveivd to the Commonwealth 
Statistioian and to the Commonwealth Bank within fourteen days after 
the date as at which it is preparod. 

8 . The amounts shown in item 8 shall be oonverted to English 
currency at the ruling telegraphi*' transfer buying rate of oyobauge. 
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Tbe Baulctxijr Oompa&lM Aot^ 1940, 


irOTB: 

The Aefe sought to naidonaliee all private trading banka, but in 
August, 1948, the Australian High Couit ruled invalid that Section of 
the Aet which authorisea the Commonwealth Government to take over 
the management of private banka by replacing their present Diteotors. 
The High Court waa nnanimone on this Section of the Act, but aix 
judgea of the Court gave majority dociaions on otlier Sections of the Aot, 
the most important being that Se<‘tioD 46 of the Act waa invalid under 
Section 92 of the Conatitntion whieli waa framed in 1900. Section 46 of 
tiie Act empowereil the Australian Treasurer to order private banka to 
cease hnsmesa. Section 92 of the Constitution lays down that trade, 
commerce, and ittterconrae between variuna Austrsllaii States shall he 
absolntely free. 
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